10  Mistakes  That  Cause  SOA  to  Fail— How  to  Avoid  Them  Page42 


BUSINESS  TECHNOLOGY  LEADERSHIP 


BUSINESS 

PROCESS 

MANAGEMENT 

Tools  that  won’t 
bust  your  budget 

Page  23 

STAFF 

DEVELOPMENT 

How  to  become  a 
talent  magnet 
and  magnifier 

Page  50 


Rising  fuel  prices  present  new  opportunities  for 
railroads.  IT  is  powering  the  engine  of  growth,  p^s 
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for  high  performance. 
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A  Business  Case  for 
Unified  Communications 

Using  Business  Process  Automation  to 
Maximize  UC  Benefits 


Donald  E.  Brown,  M.D. 

CHAIRMAN  OF  THE  BOARD,  PRESIDENT  AND  CEO, 

Dr.  Brown  co-founded  Interactive  Intelligence,  his  third  software  company,  in 
1994.  He  graduated  from  Indiana  University  School  of  Medicine  in  1985,  and 
also  earned  degrees  in  computer  science  and  physics. 


What  is  the  bottom-line  business  case 
for  unified  communications? 

Defined  narrowly,  unified  communi¬ 
cations  doesn’t  present  a  very  strong 
business  case.  When  people  talk  about 
it,  they’re  often  pinpointing  features  like 
presence,  messaging  or  video.  Those 
features  are  great,  and  they  offer  soft 
benefits  like  improved  communications 
and  efficiency,  but  they're  very  difficult  to 
quantify  in  terms  of  hard  business  ROI. 


How  can  CIOs  demonstrate  real  value 
in  unified  communications? 

Unified  communications  starts  to 
demonstrate  significant  value  when  it 
becomes  part  of  business  process  auto¬ 
mation  (BPA),  which  lends  itself  to  easily 
quantifiable  benefits.  For  example,  with 
BPA,  an  insurance  company  can  handle 
more  application  transactions.  It’s  easy 
to  assign  a  quantitative  value  to,  say,  the 
hour  that’s  shaved  off  the  time  it  takes  to 
process  each  application.  So  it’s  within 
this  context  of  BPA  that  unified  commu¬ 
nications  makes  the  most  sense. 

How  do  BPA  and  unified  communica¬ 
tions  come  together? 

One  of  the  ways  they  come  together 
is  through  what  Gartner  describes  as 
Communications-Enabled  Business  Pro¬ 
cesses,  which  is  about  adding  communi¬ 


cations  capabilities  to  existing  processes, 
For  example,  if  an  assembly  line  breaks 
in  the  middle  of  the  night,  the  existing 
process  can  use  unified  communica¬ 
tions  to  set  up  a  conference  call  with  the 
people  needed  to  address  the  problem. 
But  the  greater  value  comes  with  a  pro¬ 
cess  automation  platform  that’s  integral 
to  the  communications  system;  not  only 
can  you  launch  that  call  and  leverage 
capabilities  like  presence,  VoIP,  queu¬ 


ing  and  routing,  but  you’ll  also  use  those 
functions  to  automate  the  process. 

What  should  CIOs  look  for  in  solutions 
to  fulfill  that  business  justification? 

Look  for  solutions  that  merge  BPA  and 
unified  communications  and  apply  tech¬ 
nologies  that  have  proven  useful  in  the 
contact  center.  For  example,  technology 
that  queues  an  incoming  call  can  be  ap¬ 
plied  in  an  insurance  company  to  deliver 
a  claim  request  to  the  next  available 
underwriter  certified  in  the  applicant’s 
state  of  residence.  Today,  BPA  systems 
are  typically  difficult  to  use,  expensive 
to  implement  and  rely  on  programming 
interfaces  to  automate  key  processes. 
CIOs  will  find  greater  value  in  a  unifying, 
easy-to-use  process  automation  platform 
that  comes  out  of  contact  center  and  uni¬ 
fied  communications  technologies. 


What  objections  might  CIOs  expect  as 
they  pitch  their  case? 

Process  automation  cuts  across  multiple 
areas  in  the  company,  so  the  challenge  is 
always  in  getting  broad  executive -level 
buy-in  along  with  departmental  agree¬ 
ment.  Certain  processes  need  to  be  auto¬ 
mated  through  a  centralized  approach. 
Here,  you’re  dealing  with  entrenched 
interests  where  departments  have  their 
own  applications  and  systems  that 
handle  their  part  of  the  process.  You  can 
solve  this  with  an  overarching  approach 
that  provides  consistent  automation  and 
centralized  visibility  into  the  process 
that  can  be  accessed  across  departments. 
So  it’s  really  a  matter  of  getting  people 
to  agree  to  what  needs  to  be  done— and 
that  always  means  giving  up  some  level  of 
control  to  IT. 


FOR  MORE  INFORMATION: 

Check  out  the  White  Paper  "The  Interaction 
Center  Platform, "  a  foundation  for  IP  com¬ 
munications  and  comprehensive  process 
automation,  at  www.cio.com/ 
whitepapers/inin-uc. 
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Look  for  solutions  that  merge  BPA  and  unified 
communications  and  apply  technologies  that  have 
proven  useful  in  the  context  of  the  contact  center. 
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our  attorneys  let  us  say  "Complete,  out-of-th e-box."  No  fine  print. 


Watch  our  webinar  on-demand... 

"The  Great  Application  Escape  -  Bringing  Contact  Center  Power  to  Your  Enterprise" 

Visit  www.inin.com/webinars  to  register  for  the  free  download. 
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InvestingtoGrow 

IT  helps  railroads  be  efficient  and  build  for  the  future 

Railroads  are  romantic.  My  own  brother  took 
a  perfectly  good  education  from  Northwestern 
University  and  parlayed  it  into  a  job  as  a  brake- 
man  on  the  Chicago  North  Western  Railway  (too 
much  Kerouac  during  his  formative  years).  Of 
course,  the  move  has  long  since  paid  off;  after 
going  back  to  school  for  a  master’s  in  business 
administration,  he  went  on  to  become  an  execu¬ 
tive  there  and  at  other  railroad  companies. 

So  when  I  began  my  travels  this  year  to  meet 
with  CIOs  in  their  offices,  one  visit  I  was  really  excited  about  was  BNSF.  There’s 
nothing  like  a  locomotive  and  miles  of  track  through  remote  country  to  ignite  the 
imagination!  What  I  didn’t  expect  to  find  was  a  lot  of  sophisticated  IT.  Yet  that 
icon  of  the  American  past,  the  iron  horse,  has  incorporated  technology  into  just 
about  everything  it  does,  as  Stephanie  Overby  found  in  reporting  our  cover  story, 
“Investing  for  the  Long  Haul.” 

IT  helps  the  railroads  route  trains  more  efficiently,  letting  them  increase  capacity 
virtually  without  spending  as  much  to  lay  new  track.  Fuel-optimization  systems 
calculate  the  best  speed  at  which  to  operate  the  train,  based  on  many  variables. 
Sensors  reveal  if  any  wheels  have  warped,  increasing  safety  and  fuel  efficiency. 

At  intermodal  terminals,  there’s  software  to  manage  millions  of  “lifts”  (the 
movement  of  a  container  or  trailer  to  or  from  a  railroad  car),  scheduling  movements 
efficiently  and  keeping  shippers  and  receivers  informed  of  the  boxes’  whereabouts. 
Automated  gate  systems  use  optical  character  recognition,  digital  cameras  and 
VoIP-enabled  communications  kiosks  to  help  truck  drivers  get  their  containers  to 
the  right  train  on  time,  improve  safety,  reduce  gate  processing  time  and  reduce  the 
time  drivers  (and  idling  trucks)  spend  inside  the  terminal.  And  there’s  more. 

What’s  driving  the  industry’s  embrace  of  IT  is  not  just  the  desire  to  increase 
operating  efficiency  today  but  also  the  need  to  support  continued  growth  tomor¬ 
row.  Therein  lies  the  challenge.  Railroads  have  to  increase  their  earnings  now  to 
justify  large  capital  investments.  IT  can  help  accelerate  those  earnings  and  mitigate 
some  of  the  need  for  big  investments  by  creating  more  virtual  capacity. 

Railroads  are  unique  in  that  they  spend  more  on  capital  improvements  than 
many  other  businesses  (17  percent  of  revenue,  compared  with  just  3  percent  for  the 
average  retailer,  for  example).  Yet  in  one  regard,  they  are  the  same:  How  they  lever¬ 
age  technology  today  will  determine  how  strongly  they’ll  roll  into  the  future. 

Abbie  Lundberg,  Editor  in  Chief 

lundberg(a)cio.com 
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Still  Clueless 

When  CIOs  don’t  engage  customers,  companies  lose 

Is  corporate  marketing  more  art  or  science? 

In  this  age  of  downloads,  uploads,  white  papers, 
green  papers,  IM  and  an  addiction  to  leads,  mar¬ 
keting  mostly  marches  to  the  beat  of  scientific 
metrics.  But  I  would  argue  that  marketing  in  the 
21st  century  is  not  a  science.  Nor  is  it  an  art. 

It  is  a  conversation  among  and  between  your 
company’s  customers  and  prospects.  You’d  better 
be  part  of  it.  You’d  also  better  be  deploying  tech¬ 
nology  to  make  those  conversations  happen. 

Who  promulgated  this  “conversation”  theory?  Surely  the  folks  at  Facebook, 
Linkedln,  Google  or  MySpace,  right?  Wrong!  It  was  four  guys— Rick  Levine, 
Christopher  Locke,  Doc  Searls  and  David  Weinberger— who  in  2000  published 
The  Cluetrain  Manifesto:  The  End  of  Business  as  Usual. 

The  book  takes  readers  through  95  ways  they  can  engage  with  their  custom- 
ers  and  prospects,  largely  through  the  Internet.  It  places  the  onus  on  the  CIO  for 
making  those  conversations  happen  successfully— by  using  powerful  technology 
that  a  firm  deploys  to  reach  out  to  the  customers  in  the  ether. 

But  sadly,  the  overwhelming  majority  of  CIOs  are  not  part  of  those  customer 
conversations.  When  we  asked  CIOs,  “With  whom  do  you  meet  regularly?”  only 
9  percent  said,  “Customers.” 

Twenty-eight  years  ago,  a  McGraw-Hill  magazine  published  an  article  advising 
marketers  on  how  to  get  people  to  do  what  they  want  them  to  do.  The  bias  was 
in  favor  of  corporate  marketing  departments  controlling  the  conversation— and 
economic  activity— with  customers. 

Now,  the  customer  is  in  control.  And  while  many  companies  continue  to  rely  on 
metrics  to  determine  marketing  success,  such  as  the  number  of  times  their  white 

m 

paper  was  downloaded,  determining  the  content  of  subsequent  conversations 
about  such  material  is  the  surest  path. 

Marketing  in  the  21st  century  is  now  all  about  how  customers  get  compa¬ 
nies  to  do  what  they  want  them  to  do.  Powerful  social  networking  tools  allow 
you  to  find  out  how  you  can  work  better  for  your  customers.  Hop  over  to 
Amazon.com  and  buy  a  copy  of  The  Cluetrain  Manifesto.  It  remains  the  seminal 
book  written  on  the  power  of  social  networking.  Even  more  important,  get  out 
and  see  more  customers! 


Gary  Beach,  Publisher  Emeritus 
gbeach(a)cio.com 
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Based  on  a  principle  we  call  Trust. 


Twenty  years  ago,  over  breakfast,  Ross  Perot  founded  a  company 
with  one  promise:  to  buiid  each  relationship  based  on  trust. 
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For  two  decades,  Perot  Systems  has  been  providing  business 
solutions  and  information  technology  services  that  help 
companies  achieve  results,  improve  operations  and  maximize 
return  on  investment. 


In  today’s  business  climate,  trust  and  confidence  are  more 
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solutions  and  know-how  you  need  to  win. 
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Business  Process  Utlity  (BPU)  is  “An  externally  provisioned  business  process  service  based  on  highly 
standardized  process  and  unified,  one-to-many  technology  platforms,  ”  according  to  Gartner. 
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You  get  the  benefits  of  Business  Process  Outsourcing 
(BPO)  -  including  industry  best  practices  without 
excessive  re-engineering  -  at  a  lower  and  flexible  cost. 

Download  our  white  paper  BPU:  The  Next  Frontier  in 
Business  Process  Optimization  by  visiting: 

www.acs-inc.com/bpu 
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NEW  *  HOT  *  UNEXPECTED 


Virtualization  the  Disney  Way 


! 


virtualization  You  don’t  have  to  be  a  tween  to  know  that  the  Dis¬ 
ney  Channel  original  movie  Camp  Rock  was  a  summer  sensation,  drawing 
some  nine  million  television  viewers.  To  capitalize  on  the  success,  Disney 
decided  to  post  the  movie  on  Disney.com  for  a  day,  along  with  interactive 
features  like  the  ability  to  chat  online  with  other  viewers,  and  take  polls. 

With  a  window  of  60  days  to  get  the  movie  on  the  site,  Disney’s  Interac¬ 
tive  Media  Group  relied  on  a  combination  of  virtualization,  load  balancing 
and  content  delivery  networks  (CDN).  About  25  servers  were  provisioned 
for  different  parts  of  the  architecture  to  balance  the  load  of  the  anticipated 
increased  traffic,  says  Bud  Albers,  the  group’s  CTO. 

The  group  had  done  virtualization  projects  before,  but  never  of  this 
magnitude.  The  strategy  was  to  scale  server  capacity  based  on  demand, 
he  says.  Deploying  a  physical  infrastructure  was  not  an  alternative. 

“There  wasn’t  time  to  do  it  any  other  way,”  Albers  says,  since  Disney 
had  to  gather  requirements,  features  and  content,  and  then  come  up 
with  a  production  schedule.  The  goal,  adds  Adam  Fritz,  principal  soft¬ 
ware  engineer  for  the  interactive  media  group,  was  to  ensure  capital 
and  operating  efficiencies  as  well  as  the  Continued  on  Page  16 
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Wi-Fi  Just  Wants  to  Be  FREE 


wireless  Wi-Fi  hot  spots  have  exploded  during 
the  last  several  years.  Best-guess  estimates  range 
from  33,000  WLAN  hot  spots  worldwide  to  more  than 
250,000. 

Customers  now  expect  wireless  LAN  connectivity 
inside  everything  from  restaurants  to  airports,  hotels 
and  hospitals.  But  something  else  has  also  become  part 
of  customers'  expectations:  free  Wi-Fi.  Nearly  50  per¬ 
cent  of  respondents  say  they  would  only  use  a  free  hot 
spot,  according  to  a  recent  In-Stat  survey. 

Cost  is  one  factor,  notes  In-Stat  senior  analyst  Daryl 
Schoolar.  What  also  factors  into  reluctance  to  pay  for  the 
service  is  the  perception  of  a  lack  of  value.  "You  pay  X 
dollars  per  session,  and  you  can  only  use  it  at  a  few  loca¬ 
tions,”  he  says.  The  proliferation  of  free  Wi-Fi  hot  spots,  he 
notes,  also  “makes  it  challenging  to  get  people  to  pay.” 


It’s  not  surprising,  then,  that  In-Stat  data  showed  hot 
spot  access  revenues  are  not  keeping  pace  with  usage 
growth.  “The  explosion  of  free  sites  is  really  driving  the 
market,”  Schoolar  says.  So  hot  spot  operators  are  look¬ 
ing  at  other  ways  to  generate  revenue. 

“Operators  have  started  bundling  hot  spot  access 
with  other  services,  such  as  fixed  and  mobile  broad¬ 
band,”  according  to  the  In-Stat  report.  And  collecting 
hot  spot  revenue  is  easier  in  some  captive  settings,  like 
an  airport  or  hotel,  Schoolar  notes.  “Hot  spot  owners 
are  still  charging  if  they  control  a  prime  location  like  air¬ 
ports,  where  there  is  no  alternative,”  he  says. 

Other  WLAN  operators  charge  for  access  because 
that’s  their  business  model.  However,  a  decline  in  access 
revenues  will  begin  in  2010  in  the  U.S.,  Schoolar  predicts. 

-Thomas  Wailgum 
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Connect  your  mobile  users 
without  disconnecting 
your  PBX. 


Move  your  mobile  workforce  over 
to  VoIP  using  innovative  software  from 
Microsoft.  Software  that  integrates 
with  Windows  Server®  Active  Directory® 
services,  Microsoft"  Office,  and 
Microsoft  Exchange  Server.  Keep  your 
existing  PBX  hardware  and  still  get  new 
voice  capabilities  like  drag-and-drop 
conferencing,  anywhere  access,  and 
click-to-call  functionality  from  familiar 
desktop  applications. 

A  software-powered  VoIP 
solution,  based  on  Microsoft  Office 
Communications  Server  2007,  helps  you 
increase  the  productivity  and  flexibility 
of  your  workforce — especially  your 
mobile  users.  Empower  your  people 
with  better  connectivity,  leave  the 
PBX  plugged  in.  Learn  more  at 
microsoft.com/voip 


Your  potential.  Our  passion. 

Microsoft 


Intel  and  Yahoo 
PARTNER  for 
Internet  on  TV 


media  Coming  soon  to  a  TV  near  you:  widgets. 

Intel  and  Yahoo  are  developing  a  hardware  and  software  plat¬ 
form  designed  to  meld  television  and  the  Internet.  TV  sets,  cable 
set-top  boxes  and  optical  media  players  built  with  special  Intel 
processors  and  supporting  a  Yahoo  software  framework  will  allow 
people  to  integrate  lightweight  “widget”  applications  into  their 
viewing  experience  that  complement  TV  watching  with  online 
functionality.  This  includes  interacting  with  friends  and  buying 
products  online,  say  Intel  and  Yahoo. 

The  Yahoo  TV  application  framework  is  called  the  Widget  Chan¬ 
nel  and  is  designed  for  consumer  electronics  devices  built  with  the 
accompanying  Intel  system-on-a-chip  media  processors.  Widget 
Channel  developers  will  be  able  to  create  TV  applications  using 
languages  like  JavaScript,  XML,  HTML  and  Flash. 

While  there  have  been  past  attempts  to  merge  TV  and  the 
Internet,  Yahoo  and  Intel  are  confident  their  approach  will  strike  a 
chord  with  the  mass  market.  TV  viewers  will  get  access  to  a  widget 
gallery  where  they  can  choose  applications.  The  widget  approach 
is  designed  to  be  nonintrusive  and  to  adapt  to  the  TV  experience 
by,  for  example,  not  requiring  viewers  to  use  a  keyboard  but  rather 
use  remote  controls  for  interacting  with  the  applications. 

Yahoo  and  Intel  expect  to  see  devices  hit  the  market  in  early 
2009.  Companies  planningto  develop  and  deploy  widgets  include 
Blockbuster,  CBS  Interactive,  Disney-ABC  Television  Group,  eBay, 
GE,  MTV  and  Samsung  Electronics. 

Yahoo  will  generate  revenue  through  advertising  on  the  service. 

-Juan  Carlos  Perez  and  Agam  Shah 
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What  You  Want 

What  do  you  ask  for  during  job  negotiations? 

Here  is  a  list  of  the  most  common  requirements 
cited  by  respondents  to  a  recent  CIO.com  survey. 

Percentage 
Asked  For 


Benefit 

Salary 

Bonuses 

Vacation/Time  off  (paid  or  unpaid) 
Relocation  expenses 
Flextime 
Education  &  training 
Stock  options 
Health  care  (medical,  dental,  vision) 
Perks  (free  parking,  company  car) 
Severance  package 


83% 


56% 


48% 


28% 


27% 


24% 


24% 


20% 


18% 


12% 
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ability  to  remain  agile  by  relying  upon 
virtual  machines. 

Other  Disney  sites,  including  ABC 
news  and  ESPN,  are  hosted  by  the  same 
facility,  “so  we  were  able  to  spread  our 
load  and  use  25  different  machines  that 
weren’t  at  a  peak  time.  We  were  able  to 
hold  the  peak  load  and  there  were  no 
incremental  capital  costs,”  says  Albers. 

Disney.com  also  used  a  dynamically 
integrated  environment  incorporating 
video,  game  images  and  community 
elements,  which  were  rolled  out  to 
Disney.com  when  the  site  relaunched 
18  months  ago.  The  group  relied  on  two 
CDNs,  Akamai  Technologies  and  Lime¬ 
light  Networks,  to  help  meet  the  volume 
for  multiple  types  of  content  delivery. 
Instead  of  having  the  user  requests 
come  in  to  Disney’s  group,  they  were 
sent  to  nearby  CDN  nodes,  says  Fritz. 

According  to  Disney’s  internal  track¬ 
ing,  the  site  hit  a  daily  record  with  3.2 
million  visitors,  increasing  traffic  to 
Disney.com  by  37  percent  on  June  23. 

It  received  more  than  860,000  video 
plays  for  the  one-day  event.  Albers  says 
the  event  proves  the  scalability  of  a 
virtualization  scheme,  which  will  be  an 
advantage  for  future  events  where  huge 
online  traffic  spikes  are  anticipated. 

Major  events  with  mass  appeal 
require  a  flexible  architecture  and  the 
ability  to  reallocate  existing  server 
capacity,  agrees  Melanie  Posey,  a 
research  director  at  IDC  (a  sister  com¬ 
pany  to  CIO’s  publisher).  “That’s  the 
advantage  of  virtualization  technol¬ 
ogy,”  she  says— using  a  combination 
of  load  balancing,  CDN  and  corralling 
underused  servers.  “Having  the  abil¬ 
ity  to  reallocate  server  capacity  that 
already  exists  is  easier  and  more  time 
efficient  for  the  company  that’s  provid¬ 
ing  the  content  than  getting  a  physical 
server,  installing  it  and  configuring  it.” 

-Esther  Shein 
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The  Shift  Toward 

Enterprise  2.0 

WEB  2.0  TECHNOLOGIES  BRING  BENEFITS  AND  CHALLENGES  TO  THE  ENTERPRISE, 
AND  CIOS  MUST  MANAGE  THIS  TRANSFORMATION  IN  A  SECURE  AND  EFFICIENT  WAY. 


CIOs  are  both  eager  and  cautious  about 
bringing  Web  2.0  tools  into  the  enterprise 
and  transitioning  to  an  Enterprise  2.0 
environment. 

On  the  positive  side,  community-building  network¬ 
ing  applications  and  services  can  effectively  link  cus¬ 
tomers,  suppliers,  partners,  and  employees  for  fast  and 
easy  collaboration,  which  can  quickly  lead  to  greater 
productivity,  effective  data  sharing,  visibility  into  busi¬ 
ness  processes,  and  ideally,  improved  profitability. 

But  on  the  flip  side,  Web  2.0  technologies  come 
with  myriad  risks:  business-inappropriate  content  or 
applications  finding  their  way  on  to  company  comput¬ 
ers;  the  increased  possibility  of  viruses,  worms,  and 
malware;  and  accidental  or  malicious  data  loss. 

Enterprises  are  still  exploring  the  best  uses  of  Web 
2.0.  Corporate  sales  and  marketing  departments  have 
taken  the  lead,  using  social  applications  to  enhance 
customer  relationships,  attract  new  audiences,  and 
heighten  brand  awareness.  For  example,  Dell  offers  a 
community  network  that  provides  communication  fo¬ 
rums,  idea  centers,  blogs,  and  feeds  that  keep  visitors 
informed,  as  well  as  provides  opportunities  to  learn, 
participate,  and  collaborate. 

Other  organizational  departments  are  taking 
advantage  of  Web  2.0  as  well.  For  example,  IT  depart¬ 
ments  have  created  internal  wikis  and  blogs  to  keep 
employees  up-to-date  with  company  information  and 
allow  for  easy  communication. 


using  laptops,  remote  kiosks,  and  PDAs  to  access 
corporate  information.  So  if  you’re  sitting  at  a  coffee 
shop  accessing  Webmail,  communicating  with  friends, 
and  updating  ypur  blog,  are  you  inside  or  outside  the 
company  network? 

Although  most  organizations  have  established 
standard  protections  such  as  e-mail  filters,  firewalls, 
and  virus  signatures,  the  ingenuity  of  hackers  means 
that  viruses,  worms,  and  malware  take  on  new 
shapes  and  infiltrate  in  new  ways. 

Furthermore,  because  many  Web  pages  and  sites 
can  no  longer  be  classified  as  simply  “good”  or  “bad,” 
reputation  is  becoming  less  reliable  as  an  indica¬ 
tor  of  threat  potential.  For  example,  Google  may  be 
trustworthy  in  and  of  itself,  but  users  who  build  their 
own  iGoogle  portals  with  content  coming  from  non- 
Google  sites  are  beyond  the  hosting  site’s  control. 

These  challenges  may  lead  some  people  to  believe 
that  Web  2.0  should  be  banned  in  the  workplace. 
Realistically,  this  is  nearly  impossible.  Due  to  the 
increasing  use  of  mobile  devices,  cloud  computing, 
software-as-a-service  models,  and  customer  portals, 
Enterprise  2.0  is  inevitable. 

The  new  approach  is  to  say  “Yes”  to  Web  2.0  as  a 
way  of  empowering  employees  to  be  more  techno¬ 
logically  efficient,  and  encouraging  the  Employee  2.0 
mentality.  The  trick  is  to  combine  Web  2.0  technolo¬ 
gies  with  the  appropriate  security  measures. 

But  how  can  you,  as  CIO,  give  employees  all  the 
functionality  and  rich  experiences  of  Web  2.0  without 
opening  the  door  to  attacks,  viruses  or  other  threats? 


2.0  CHALLENGES 

Even  though  Web  2.0  has  many  advantages,  it  still 
poses  significant  risks.  The  new  network  perimeter  is 
no  longer  a  building  with  walls  and  network  cables, 
and  securing  it  is  becoming  as  difficult  as  defining  it. 
Users  now  demand  anytime  access  from  anywhere, 


To  find  out  how  you  can  take  control,  secure 
the  enterprise,  and  say  “Yes”  to  the  advantages 
of  Web  2.0  connectivity,  download  the 
white  paper  “Enabling  Enterprise  2.0”  at 

www.cio.com/whitepapers/websense 


websense 


Custom  Solutions  Group 
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Where  the  Candidates  Stand  on 

TECHNOLOGY 


politics  The  2008  presidential  election  gives  CIOs  and  other  IT  executives  a  choice  of  two  major-party 
candidates  who  are  interested  in  technology-related  issues.  While  the  U.S.  economy  and  the  war  in  Iraq  have 
dominated  the  debate  between  Republican  nominee  Senator  John  McCain  and  Democratic  nominee  Senator 
Barack  Obama,  they  have  also  hit  on  such  IT  hot  buttons  as  telecommunications  and  tech  jobs. 

Both  senators  bring  tech  experience  to  the  race,  although  the  experience  is  significantly  different.  Obama 
has  had  relatively  little  legislative  experience  related  to  technology,  but  he's  a  self-described  text-messaging 
addict  who  released  a  lengthy  tech  policy  paper  last  November.  McCain  admits  he  doesn’t  spend  much  time 
with  computing  devices,  saying  he  relies  on  his  wife’s  help  with  computers.  But  he’s  also  a  long-time  member  of 
the  Senate  Commerce,  Science  and  Transportation  Committee,  the  panel  that  debates  and  votes 
on  much  of  the  tech-related  legislation  that  goes  through  the  Senate. 

Here’s  a  look  at  the  candidates’  stances  on  five  issues  of  interest  to  the  nation’s  IT 
leaders:  telecommunications,  national  security,  privacy,  IT  jobs  and  innovation. 
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Telecommunications 

Net  neutrality  ★  Obama  has  long 
supported  the  passage  of  Net  neu¬ 
trality  laws  or  rules.  “A  key  reason  the 
Internet  has  been  such  a  success  is 
because  it  is  the  most  open  network 
in  history,”  his  tech  paper  says. 

McCain  opposes  a  Net  neutrality 
law,  saying  broadband  carriers  need  to 
recoup  their  investments.  However,  his 
tech-policy  paper  says  he  would  focus 
on  allowing  broadband  customers 
access  to  the  Web  content  and  appli¬ 
cations  of  their  choice.  Instead  of  a  law, 
the  best  way  to  guard  against  unfair 
practices  is  “an  open  marketplace  with 
a  variety  of  consumer  choices.” 

Rural  broadband  deployment: 

Obama  calls  for  policies  to  encourage 
next-generation  broadband  deploy¬ 
ment,  including  rural  areas  and  inner 
cities.  He  supports  government  pro¬ 
grams  to  bring  broadband  to  schools, 
libraries  and  hospitals,  and  called  for 


public/private  partnerships  to  help 
roll  it  out  in  areas  without  service. 

McCain  would  encourage  private 
investment  in  broadband  service. 

In  2005,  he  split  from  many  other 
Republicans  by  authoring  legislation 
that  would  prohibit  states  from  out¬ 
lawing  municipal  broadband  projects. 

Competition  in  the  wireless 
spectrum  ★  Obama  has  called  for 
a  review  of  existing  uses  of  the  wireless 
spectrum,  and  he  wants  government 
agencies  to  come  up  with  “smarter, 
more  efficient  and  more  imaginative 
use”  of  the  spectrum  they  control. 

McCain  has  long  advocated  and 
voted  for  putting  more  spectrum  in 
the  hands  of  mobile  phone  carriers 
and  broadband  providers.  In  recent 
years,  he  pushed  for  a  nationwide 
voice  and  data  network  for  public 
safety  agencies  and  was  a  leading 
voice  in  the  Senate  in  the  effort  to 
get  television  stations  to  give  up  part 
of  their  analog  spectrum  for  use  by 
police  and  fire  departments. 

National  Security 

Government  surveillance  ★  Both 
candidates  voted  for  a  recent  bill  to 
revamp  the  U.S.  government's  surveil¬ 
lance  programs  and  bring  a  controver¬ 


sial  National  Security  Agency  program 
under  court  oversight.  However, 
Obama  opposed  the  bill’s  language 
that  would  likely  give  telecom  carri¬ 
ers  immunity  from  lawsuits.  McCain 
wanted  congressional  hearings  before 
granting  telecom  immunity. 

Privacy 

McCain  has  coauthored  several  bills, 
including  one  in  2000  requiring 
websites  to  post  privacy  policies  on 
their  use  of  personal  information.  He 
was  coauthor  of  the  CAN-SPAM  Act,  a 
2003  law  setting  the  rules  for  sending 
unsolicited  commercial  e-mail.  He 
also  pushed  for  rules  to  set  standards 
for  business'  protection  of  personal 
data.  “Americans  will  fully  embrace 
new  technologies. .  .when  they  are 
confident  that  these  new  advances 
can  be  used  safely,”  his  website  says. 

Obama  wants  to  restrict  how 
databases  containing  personal  infor¬ 
mation  are  used.  He’d  increase  the 
Federal  Trade  Commission  enforce¬ 
ment  budget  to  fight  spam,  spyware, 
phishing  and  other  cybercrime. 
Obama  would  also  focus  on  ensuring 
that  electronic  health  records  are 
secure,  his  position  paper  says. 

Continued  on  Page  20 
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Infrastructure 
management 
has  a  new 

contender 


CompuCom's  acquisition  ofGetronics  North  America 
creates  a  new  powerhouse  in  IT  outsourcing. 


Together,  we  deliver  greater  results,  more  agility  and 
the  best  IT  outsourcing  value  in  the  industry. 

(We  have  a  real  knockout  combination.) 
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IT  Jobs 

Outsourcing  ★  Obama  wants  to 
end  tax  breaks  for  companies  that 
ship  U.S.  jobs  overseas.  McCain 
opposes  efforts  to  restrict  U.S.  agen¬ 
cies  from  outsourcing  some  services. 

Math  and  science  educa¬ 
tion  ★  Both  candidates  have  called 
for  an  increased  focus  on  training 
U.S.  students  and  workers  for  21st- 
century  jobs.  Both  have  called  for 
programs  that  increase  the  number 
of  students  studying  math  and  sci¬ 
ence.  McCain  wants  more  money 
for  retraining  U.S.  workers.  Obama 
wants  to  improve  U.S.  schools’  cur¬ 
ricula  and  supply  schools  with  com¬ 
puters  and  broadband. 

Hl-B  visas  ★  McCain  says  U.S. 
workers  should  have  the  first  chance 
for  high-paying  tech  jobs,  but  he 


has  also  called  for  an  increase  in  the 
number  of  H-1B  foreign-worker  visas. 

Obama  questions  the  need  for 
more  H-1B  visas,  but  he’s  also  called 
for  reform  of  immigration  programs, 
including  ways  for  immigrants  to 
become  permanent  residents. 

Innovation 

RfitD  tax  credit  ★  Both  candi¬ 
dates  called  for  a  permanent  exten¬ 
sion  of  an  expired  R&D  tax  credit  for 
U.S.  companies. 

Renewable  energy  ★  Obama 
has  made  renewable  energy  a  cam¬ 
paign  centerpiece.  He’s  called  for  a 
government  investment  of  $150  bil¬ 
lion  over  the  next  decade  to  encour¬ 
age  development  of  biofuels,  hybrid 
cars  and  solar  and  wind  energy.  He 
would  double  federal  science  and 
research  funding  for  clean-energy 


projects  and  create  a  $10-bi  1 1  ion-a- 
year  clean-tech  venture  capital  fund. 

McCain  has  said  renewable 
energy  sources  are  a  part  of  the  solu¬ 
tion  needed  for  U.S.  independence  on 
foreign  oil,  but  he’s  largely  focused  on 
pushing  for  offshore  oil  drilling. 

-Grant  Gross 


CORRECTION  Our  listing  of  Ingersoll- 
Rand  executives  in  the  story  "2008  CIO 
100:  The  Honorees"  (Aug.  15,  2008) 
omitted  the  title  of  Jim  Bolch,  who  is 
senior  vice  president  and  president  of 
industrial  technology.  Bolch  and  VP  of 
IT  Tim  Fleming  are  affiliated  with  the 
company's  industrial  technologies  sec¬ 
tor.  In  the  same  story,  we  inadvertently 
left  out  part  of  the  name  of  Limited 
Brands’  Bath  &  Body  Works  stores. 

We  regret  the  errors. 
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Home  Depot  Nails  Down  New  CIO 


on  the  move  Home 
Depot  has  found  a  replace¬ 
ment  for  CIO  Bob  DeRodes, 
who  announced  his  deci¬ 
sion  to  retire  from  the  home 
improvement  retailer  last 
April.  Home  Depot  has 
hired  Matt  Carey  as  its  new 
EVP  and  CIO.  Carey  most 
recently  served  as  eBay’s  SVP 
and  CTO.  In  his  new  role  with  Home 
Depot,  Carey  reports  to  Chairman 
and  CEO  Frank  Blake.  DeRodes  will 
remain  with  Horne  Depot  until  Carey’s 
transition  into  the  company  is  com¬ 
plete.  Prior  to  eBay,  Carey  worked  for 
Wal-Mart  for  more  than  20  years.  His 


Matt  Carey 


accomplishments  there 
include  managingthe 
rollout  of  its  radio  fre¬ 
quency  infrastructure, 
large  mainframe  systems 
and  data  warehouse.  He 
was  also  involved  in  the 
development  and  integra¬ 
tion  of  Walmart.com  and 
Samsclub.com. 

Southwest  Airlines  hired  Bob  Young 
as  its  new  VP  and  CTO  to  lead  its  infra¬ 
structure  teams,  which  include  test 
and  deployment,  application  and  data 
architecture,  tech  services  operations 
support,  and  tech  services  field  sup¬ 
port.  Young  flew  into  Love  Field  from  a 


multibillion-dollar  electronics  company 
where  he  was  responsible  for  supporting 
a  $20  billion  business  unit. 

Scottrade  promoted  Joan  Albeckto 
CTO.  Albeck’s  promotions  comes  two 
months  after  CIO  recognized  her  as  a 
technology  leader  to  watch.  She  is  the 
online  investment  company’s  first  CTO. 
Albeck  had  served  as  Scottrade’s  direc¬ 
tor  of  IT  infrastructure.  In  her  new  role, 
she  oversees  all  IT  infrastructure-related 
design,  implementation  and  support, 
and  leads  a  team  of  100  associates  who 
support  the  data  center  and  corporate 
network.  Albeck  has  worked  for  the  com¬ 
pany  since  2005. 

-Meridith  Levinson 
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Read  Meridith  Levinson's  MOVERS  AND  SHAKERS  blog  for  the  latest  moves.  Find  it  at  blogs.cio.com 
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The  fastest  way  to  have  a  connected  workplace. 


Work  with  InterSystems  Ensemble®  software  to  raise 
productivity  and  lower  costs. 

Ensemble  is  a  rapid  integration  and  development 
platform  that  makes  it  much  easier  to  connect  applications, 
processes,  and  people.  IT  managers  who  have  switched 
from  other  integration  products  report  they  can  finish 
projects  in  half  the  time  with  Ensemble. 

For  your  future  development  efforts,  if  you  embed 
Ensemble  you  can  create  a  new  class  of  applications  that 
are  connectable.  Plus,  you'll  be  able  to  enhance  legacy 
applications  with  adaptable  workflow,  browser-based  user 


interfaces,  rules-based  business  processes,  dashboards, 
and  other  innovations  -  without  rewriting  your  code. 

Ensemble's  technology  stack  includes  the  world’s 
fastest  object  database  -  InterSystems  Cache®.  Cache's 
lightning  speed,  massive  scalability,  and  rapid  development 
environment  give  Ensemble  unmatched  capabilities. 

For  30  years,  we've  been  a  creative  technology 
partner  for  leading  enterprises  that  rely  on  the  high 
performance  of  our  products.  Ensemble  and  Cache  are 
so  reliable  that  the  world’s  best  hospitals  use  them  for 
life-or-death  systems. 


ImterSystems 

See  product  demonstrations  at  InterSystems.com/Connectl3F 
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You  need  the  world's  leader  in  hosting 

•  The  Fanatical  Support  Promise™ 

•  Industry  Leading  Service  Level  Agreements  and  Guarantees 

•  Dedicated  Support  Team  Assigned  to  Every  Customer 

•  24x7x365  Live  Support  -  No  Call  Centers 

•  Proactive  Sales  and  Support  Consultation 

•  Flexible  Hosting  Solutions  and  Services 

•  100%  Network  Uptime  Guarantee 

•  Strategic  Technology  and  Business  Partner  Relationships 


FREE:  1  -  888 - 480 - 7044 
rackspace.com/eio 
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Business  process 
management 
requires  BPM 
tools,  right?  Not 
always.  In  some 
cases,  there  are 
otherprocess 
management 
tools  that  can  do 
the  job  for  less. 


BPM  Without  Busting 
the  Budget 

BY  BILL  SNYDER 

BPM  |  Managing  a  global  transportation  network  featuring  shipments  by  truck,  plane 
and  ship  is  difficult  enough.  But  managing  the  sea  of  data  that  surrounds  that  network 
can  be  even  tougher,  and  that  was  becoming  a  challenge  for  YRC  Worldwide. 

Many  shipments  the  $9.6  billion  company  moved  were  accompanied  with  correspond¬ 
ing  paper  documents,  including  purchase  orders,  bills  of  lading,  tracking  stickers,  proof 
of  delivery  and,  ultimately,  an  invoice.  What’s  more,  much  of  that  paperwork  was  exactly 
that— paper,  says  Michael  Rapken,  YRC’s  CIO  and  executive  vice  president.  (For  more 
on  YRC,  see  “Investing  for  the  Long  Haul,”  Page  28.)  “The  [order-entry]  process  was 
manually  intensive.  Customers  could  make  mistakes  on  forms.  So  could  our  order-entry 
people,”  he  says.  Mistakes  were  one  issue,  productivity  was  another.  It  was  simply  taking 
too  long  to  complete  each  transaction. 

YRC  didn’t  look  at  the  problem  in  isolation.  Rapken  and  his  team  realized  that  the 
order-entry  issue  was  an  opportunity  to  rationalize  key  parts  of  YRC’s  business  process 
and  IT  structure,  parts  of  which  run  on  mainframes.  But  the  company  was  not  about 
to  rip  up  and  replace  its  existing  systems.  Instead,  it  undertook  a  carefully  modulated 
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essential  technology 


deployment  of  business  process  manage¬ 
ment  (BPM)  and  document  management 
software.  The  result:  ‘A  huge  success.  We 
saw  an  average  increase  in  productivity 
of  50  percent  for  order-entry  people,” 
says  Rapken.  And  the  bill  was  not  enor¬ 
mous;  it  was  approximately  $500,000 
for  the  heart  of  the  project. 

Business  process  management  can 
be  a  very  scary  phrase.  It  conjures  up 
visions  of  a  years-long  project  and 
multimillion-dollar  consulting  bills. 
But  it  doesn’t  have  to  be  that  way.  Com¬ 
panies  like  YRC  and  others  are  dis¬ 
covering  that  you  don’t  always  need 
a  traditional  BPM  tool  when  it  comes 
to  solving  a  specific  business  prob¬ 
lem.  While  some  situations  absolutely 
require  them,  companies  are  finding 
that  putting  other  process  management 
tools  to  work  can  yield  significant  ROI 
without  busting  the  budget. 

First,  Define  Your  Project 

If  there  were  a  top  10  list  of  confusing 
IT  buzzwords,  BPM  would  be  right  up 
there.  It’s  like  the  old  story  of  the  blind¬ 
folded  men  touching  an  elephant  and 
trying  to  figure  out  what  it  is,  says  For¬ 
rester  Research  senior  analyst  Craig  Le 
Clair.  “Some  BPM  vendors  feel  like  inte¬ 
gration  tools,  others  feel  like  rich  human 
tools  for  participating  in  processes  and 
others  feel  a  lot  like  document  manage¬ 
ment  systems  or  packaged  business 
apps,”  he  says. 

Before  getting  serious  about  BPM, 
suggests  Le  Clair,  ask  yourself  and  oth¬ 
ers  in  the  organization  (not  just  IT):  Do 
your  processes  involve  mainly  people, 
documents  and  decisions?  Or  is  most 
of  the  action  behind  the  scenes  and  sys¬ 
tem  to  system?  The  answers  can  help 
you  decide  whether  you  need  a  classic 
BPM  solution. 

Document-intensive  processes,  such 
as  order  entry,  billing  or  tracking,  can 
create  major  headaches  when  not  inte¬ 
grated  with  the  overall  flow  of  a  compa¬ 
ny’s  business  process.  Yet  the  potential 
to  solve  these  problems  through  the  use 
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of  business  process  management  soft¬ 
ware— or  tools  that  are  closely  related— 
is  often  overlooked,  says  Le  Clair.  In 
some  cases,  a  solution  that  looks  a  lot 
like  enterprise  content  management 
will  do  the  trick,  while  full-bore  BPM 
would  be  overkill. 

Case  in  point:  Under  Armour,  a  $675 


million  seller  of  performance-oriented 
apparel  and  footwear  for  athletes.  Like 
many  clothing  manufacturers,  the  Bal¬ 
timore  company  has  sharp  spikes  in 
order  and  supply  chain  data  as  it  gears 
up  for  seasonal  product  shifts  or  promo¬ 
tional  pushes,  says  Steve  Walker,  UA’s 
manager  of  supply  chain  systems. 

Much  of  UA’s  seasonal  product  infor¬ 
mation  is  developed  in  an  external  prod¬ 
uct  development  system,  then  manually 
created  in  the  SAP  Business  Suite.  That 
was  a  problem.  Pricing  data,  for  exam¬ 
ple,  changes  radically  every  spring  and 
fall;  keying  in  that  information  could 
take  up  to  two  weeks.  Not  only  was  it 
slow,  but  the  process  led  to  errors  and 
irritated  high-level  employees  who  were 
forced  to  spend  time  entering  data.  “SAP 
is  great  for  automatic  processes,  but  we 
needed  to  push  the  data  through  and  we 
had  to  do  it  manually,”  says  Walker. 

UA’s  IT  team  first  attempted  to  solve 
the  problem  with,  a  data  conversion 
program,  but  it  turned  out  to  need  too 
much  maintenance.  SAP  offers  a  built- 
in  testing  tool  that  might  have  been  a 
workaround,  but  it  was  too  difficult  for 
end  users,  says  Walker. 

For  an  initial  cost  of  about  $25,000, 
in  early  2008  UA  deployed  an  add¬ 
on  system  from  Winshuttle  to  auto¬ 
mate  the  product  creation  process  by 
importing  data  from  an  Excel  format 
into  SAP.  Administrators  write  scripts 


in  transactionShuttle  that  are  somewhat 
analogous  to  macros;  they  then  push 
them  to  users,  who  can  run  them  in  a 
related  application  called  runShuttle. 
Little  or  no  programming  is  needed, 
says  Walker. 

The  payoff  was  substantial.  One 
step  in  the  product-creation  process 


consumed  roughly  560  person-hours 
when  done  manually;  when  automated, 
the  same  task  drops  to  112  hours,  an 
improvement  of  about  80  percent,  says 
Walker.  “That’s  just  material  creation. 
Do  that  12  times  a  year  and  it  really  adds 
up,”  he  adds. 

Good  ROI,  to  be  sure,  yet  Winshuttle 
doesn’t  even  bill  itself  as  a  BPM  vendor. 
Big  ERP  apps  like  SAP’s  often  have  areas 
that  need  to  be  complemented  in  order  to 
manage  a  process,  and  that’s  where  Win¬ 
shuttle  and  similar  products  play  a  role. 

Complexity  Determines 
Tool  Choices 

Conceptually,  at  least,  Under  Armour’s 
deployment  was  fairly  straightforward. 
But  other  document-  or  system- intensive 
processes  are  more  complex,  requiring 
careful  process  mapping,  which  compa¬ 
nies  often  find  difficult.  Indeed,  many 
still  resort  to  mapping  by  pencil  and 
paper,  says  Neil  Ward-Dutton,  research 
director  of  Macehiter  Ward-Dutton,  a 
U.K.-based  analyst  and  advisory  firm. 

Level  3  Communications,  an  interna¬ 
tional  provider  of  fiber-based  communi¬ 
cations  services,  faced  a  huge  mapping 
challenge  as  it  developed  the  Unity 
Program.  Unity  is  a  three-year  effort 
to  overhaul  the  company’s  overgrown 
infrastructure,  which  had  swelled  to 
some  1,200  applications  as  it  digested 
eight  newly  acquired  companies,  says 


“  Not  everything  has  to  be  done  with  new 
technology.  Sometimes  it  makes  sense 
to  teach  an  old  system  newtricks." 

-Michael  Rapken,  YRC  CIO 
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In  some  cases,  a  solution  that 
looks  a  lot  like  enterprise  content 
management  will  do  the  trick,  while 
full-bore  BPM  would  be  overkill. 


Rob  Smallwood,  Level  3’s  senior  vice 
president  for  IT.  The  plan  included 
efforts  to  inventory  and  integrate  dis¬ 
parate  systems  from  the  acquired  com¬ 
panies  and  refresh  the  process  and 
application  architecture  to  provide  a 
single,  consolidated  platform  for  sales, 
service  delivery  and  billing. 

The  company  had  been  document¬ 
ing  its  business  processes  via  Visio  and 
Powerpoint,  although  Smallwood  jokes 
that  “you  might  have  found  something 
on  a  napkin  at  a  branch  office  or  two  as 
well.”  Napkins  or  not,  the  process  was 
too  cumbersome  and  lacked  flexibility. 

Given  the  complexity  of  the  task,  it 
was  clear  Level  3  needed  full-blown 
BPM  tools,  including  one  enabling  it  to 
map  its  new  set  of  processes. 

In  2006  the  company  introduced  Sav- 
vion  BusinessManager,  which  gave  the 
business  process  managers  and  IT  the 
ability  to  handle  processes  from  model¬ 
ing  and  simulation  through  execution 
and  monitoring.  The  deployment  was 
successful;  instead  of  taking  a  quarter 
or  so  to  implement  a  new  process,  IT  can 
handle  the  job  in  two  to  four  weeks,  says 
Smallwood,  and  the  application  count  is 
down  to  about  400. 

The  BPM  software  was  an  impor¬ 
tant  part  of  the  transformation,  but  the 
IT  exec  emphasizes  that  the  company 
underwent  a  cultural  shift  as  well.  “We 
did  not  have  the  business  process  team 
aligned  with  IT  from  day  one,”  he  says. 

That  changed.  High-level  executive 
sign-off  on  major  IT  projects  is  always 
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important,  of  course,  but  Level  3  CEO 
Jim  Crowe  went  further,  becoming  an 
advocate  for  the  project,  both  internally 
and  externally.  Crowe’s  support,  says 
Smallwood,  made  it  easier  to  convince 
line-of-business  staffers  that  changing 
some  ingrained  habits  was  vital. 

A  Cost-Effective  Approach 

As  YRC’s  IT  team  worked  to  streamline 
the  company’s  order-entry  process,  it 
looked  at  data  relating  to  eight  months 
of  shipping  history,  or  approximately  8 
million  shipments.  It  became  clear  that 
customers  consistently  ship  to  the  same 
sites;  in  fact,  half  of  shipments  reviewed 
fell  into  predictable  patterns,  or  pairs 
composed  of  shippers  and  consignees. 
As  a  result,  YRC  employees  repeatedly 
entered  the  same  billing  information. 

It  also  became  clear  that,  entering 
the  same  billing  information  again  and 
again  was  unproductive  and  expensive. 
To  solve  this,  the  company  built  a  propri¬ 
etary  application  on  top  of  its  mainframe 
systems.  Called  CABE,  for  computer 
assisted  bill  entry,  the  software  analyzes 
prior  entries.  When  it  detects  a  repetitive 
series  of  transactions  between  a  ship¬ 
per  and  a  destination,  it  automatically 
populates  a  bill.  An  incorrect  prediction 
can  easily  be  changed  by  the  order-entry 
personnel.  CABE  went  live  in  2006  at 
the  company’s  Roadway  subsidiary,  with 
immediate  benefits,  says  Rapken,  add¬ 
ing  that  the  company  is  now  deploying 
the  system  in  other  divisions  as  well. 

The  CABE  deployment  was  made 
easier,  and  the  ROI  even  greater  than 
it  might  have  been,  because  YRC  had 
earlier  deployed  an  image-scanning 
and  content  management  system  called 
OnBase,  developed  by  Hyland  Software. 
As  a  result,  paper  invoices,  of  which 
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maintenance 
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trow  from 
1.6  billion 
in  2006  to 
$6.3  billion 
by  2011. 

SOURCE:  Forrester  Research 


there  were  many,  were  quickly  loaded 
into  the  system,  and  even  more  impor¬ 
tant,  all  order-related  documents  could 
be  tracked  and  managed. 

Baseline  productivity  for  the  order- 
entry  personnel  quickly  increased  by 
nearly  50  percent.  A  year  later,  some  team 
members  have  upped  their  hourly  pro¬ 
duction  another  130  percent.  Errors  have 
dropped  as  well,  and  that  means  receiv¬ 
ables  are  collected  that  much  faster. 

Lessons  learned?  There  are  two,  says 
Rapken.  Be  sure  that  business  manage¬ 
ment  and  IT  are  closely  aligned  before 
you  undertake  a  BPM  project.  And  giv¬ 
ing  a  nod  to  the  company’s  venerable 
mainframes,  he  adds:  “Not  everything 
has  to  be  done  with  new  technology. 
Sometimes  it  makes  sense  to  teach  an 
old  system  new  tricks.”  HEJ 


Bill  Snyder  is  a  freelance  writer  based  in  Cali¬ 
fornia.  To  comment  on  this  article,  please  go 
to  www.cio.com/article/448961. 
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COVER  STORY  I  Logistics 


Railroads  are  poised  for  a  comeback,  thanks  to  rising 
fuel  prices.  IT  provides  the  linchpin  for  a  shipping  model  that 
integrates  ships,  trucks  and  trains,  by  Stephanie  overby 


Reader  ROI 

::  The  rise  of  intermodal 
transportation 

::  How  IT  improves  railroad 
■  efficiency  and  service 

::  The  limits  of  technology 
investment 


THERE’S  SOMETHING  NOSTALGIC  ABOUT  RAILROADS. 

The  steel  tracks  that  rim  the  American  landscape.  The  familiar 
ding-ding-ding  as  the  crossing  arm  descends  and  the  freight 
train  passes.  The  lyrics  to  Tve  Been  Working  on  the  Railroad,” 
learned  from  childhood.  The  $200  properties  on  a  Monopoly  board. 

To  the  layperson,  little  has  changed  over  the  years.  Those  rust-colored  tracks  lie  fixed  in  their 
familiar  locations.  Drivers  sit  at  a  railroad  crossing,  either  cursing  their  luck  or  counting  cars  for 
fun,  the  way  they  always  have.  Kids  still  learn  the  old  folk  song.  And  the  B&O  is  a  downright  bargain 
for  today’s  Monopoly  players. 

Even  executives  in  the  railroad  industry  recognize  that,  in  some  fundamental  ways,  freight  rail¬ 
roads  are  untouched  by  time.  “It’s  still  steel  wheel  on  steel  rail,”  says  Deb  Butler,  CIO  and  executive 
vice  president  of  planning  for  Norfolk  Southern,  a  company  that’s  177  years  old. 

But  a  funny  thing  has  happened.  As  the  price  of  diesel  fuel  soared  and  highway  congestion 
increased,  new  interest  sprang  up  in  the  old  form  of  transportation.  “Shippers  had  been  dubious 
about  rail  because  it  has  historically  been  about  moving  very  large  finished  goods  or  commodities 
in  bulk,”  says  David  Rutchik,  partner  with  sourcing  and  supply  chain  consultancy  Pace  Harmon. 

As  big  retailers,  manufacturers  and  even  trucking  companies  themselves  started  scrutinizing 
their  skyrocketing  shipping  costs,  however,  railroads  began  to  look  more  attractive.  “It’s  all  about 
the  economic  pressure,  says  Rutchik.  Sustainability,  too.  That  old  iron  horse,  chugging  along  at  49 
miles  an  hour,  has  suddenly  become  a  “green”  option,  given  its  ability  to  move  a  ton  of  freight  423 
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IT  helps  BNSF  move 
containers  between 
trucks  and  trains  faster, 
improving  service  to 
trucking  companies  and 
helping  recover  more 
quickly  when  trains 
are  delayed,  says  CIO 
Jo-ann  Olsovsky . 
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The  key  to  increasing 
railroad  capacity  “is 
using  information 
and  technology,"  says 

Deb  Butler,  CIO  with 
Norfolk  Southern. 


miles  on  one  gallon  of  gas. 

While  it’s  still  only  carload  materials 
like  coal  that  make  a  full  cross-country 
trip  by  locomotive,  more  and  smaller  goods 
are  spending  the  bulk  of  their  journeys 
on  a  freight  train.  In  2004,  intermodal 
business— the  transport  of  truck  trail¬ 
ers  or  ship  containers  on  a  railroad’s  flat 
cars— surpassed  coal  as  the  largest  source 
of  revenue  for  Class  1  railroads  (as  cat¬ 
egorized  by  revenue)  in  the  United  States, 
according  to  the  Association  of  American 
Railroads  (AAR).  “It  has  been  our  engine 
of  growth,”  says  Tom  White,  director  of 
editorial  services  for  AAR,  thanks  to  big 
customers  like  UPS,  truckload  carriers  like 
Schneider  National  and  J.B.  Hunt,  and— to 
a  lesser  degree— the  less-than-truckload 
transportation  providers,  all  eager  to  use 
their  trucks  and  drivers  for  short  trips  and 
let  the  railroads  handle  the  rest. 

The  increased  demand  has  been  good 
news  for  railroads  in  the  short  term.  But 


long-term,  experts  say,  demand  for  rail 
service  could  outstrip  supply  to  such  an 
extent  that  rail  capacity  becomes  severely 
strained  and  rail  shippers  profoundly 
dissatisfied.  The  key  to  future  growth 
and  customer  satisfaction— in  addition 
to  laying  billions  of  dollars’  worth  of 
new  track— will  be  new  IT  systems  and 
technology-enabled  business  processes, 
which  ensure  that  the  railroads  operate 
more  efficiently  and  predictably. 

Rail  carriers,  anxious  to  take  advantage 
of  growing  interest  in  their  intermodal 
offerings,  are  investing  in  systems  to 
become  more  flexible,  improve  on-time 
performance  and  increase  their  virtual 
capacity.  Automated  gate  systems  reduce 
backups  at  intermodal  hubs,  while  com¬ 
plex  trip-planning  systems  analyze 
variables,  such  as  crew  and  locomotive 
availability  and  the  weather,  in  order  to 
reduce  bottlenecks  on  the  tracks.  The 
railroads  are  also  updating  their  tracking 


systems  to  provide  trailer-level  location 
data  and  more  frequent  updates  to  satisfy 
a  new  breed  of  end  customer.  Wal-Mart 
or  Kimberly-Clark,  for  example,  wouldn’t 
be  satisfied  just  to  know  that  the  train  left 
Seattle  on  Sunday  and  is  supposed  to  get 
to  Kansas  City  on  Wednesday. 

“The  key  to  growth,  service  levels  and 
getting  the  most  capacity  out  of  the  rail¬ 
road  is  using  information  and  technol¬ 
ogy,”  says  Butler.  The  question  waiting 
around  the  bend  is  whether  that  will  be 
enough. 

RAILROAD’S  NEW 
GROWTH  ENGINE 

The  use  of  wooden  railways  to  move 
goods  and  people,  by  some  accounts,  goes 
back  to  ancient  times.  But  it  wasn’t  until 
the  late  1700s  that  metal  was  used  for  the 
wheels  and  track.  Steam  replaced  horses 
for  powering  locomotives  a  few  decades 
later.  And  in  1815,  Colonel  John  Stevens 
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Using  Less  Diesel 

Fuel-optimization  systems  help  engineers 
operate  trains  more  efficiently 


ALTHOUGH  RAILROADS  ARE  THE  MOST  fuel  -efficient  form  of 

surface  transportation,  they’re  hurt  by  rising  diesel  prices.  Fuel  costs  at  Burlington 
Northern  Santa  Fe  (BNSF)  have  risen  from  $1  billion  in  2003  to  $1  billion  per  quar¬ 
ter  in  2008.  And  that  means  bigger  fuel  surcharges  for  customers.  (Railroad  and 
trucking  companies  have  been  sued  by  their  customers  for  allegedly  colluding  to 
fix  fuel  surcharges,  a  charge  companies  in  the  transportation  industry  deny.) 

Investing  in  more  fuel-efficient  locomotives  helps  curb  diesel  costs,  but  that 
goes  only  so  far.  So  rail  carriers,  just  like  their  diesel-devouring  brethren  in  the 
trucking  industry,  employ  fuel-optimization  systems  to  control  costs. 

In  2006,  Norfolk  Southern  began  installing  its  Locomotive  Engineer  Assist 
Display  and  Event  Recorder  (Leader)  on  its  entire  fleet.  Developed  in  partner¬ 
ship  with  New  York  Air  Brake,  the  system  calculates  the  optimum  speed  at 
which  to  operate  the  train,  depending  on  the  topography  and  curvature  of  the 
track,  the  train’s  length  and  weight  and  other  conditions.  "It's  rare  in  ourterri- 
tory  that  you’re  operating  a  train  over  a  straight  path,”  says  Deb  Butler,  Norfolk 
Southern’s  executive  vice  president  for  planning  and  CIO. 

The  system  has  been  integrated  into  Norfolk  Southern’s  Optimized  Train 
Control  system,  developed  in-house,  which  utilizes  data  communications, 
positioning  systems  and  onboard  computers  tied  to  a  train’s  braking  systems  to 
enforce  speed  and  operating  limits  automatically. 

Last  year,  BNSF  rolled  out  its  Fuel  MVP  Program  to  encourage  engineers 
to  use  fuel-efficient  train-handling  practices.  The  company  had  a  scorecard  to 
track  each  engineer’s  performance,  but  IT  automated  the  process  using  the 
railroad’s  network  of  37  wireless  base  stations.  The  base  stations  gather  infor¬ 
mation  from  passing  trains’  onboard  computers  and  then  transfer  it  to  BNSF’s 
enterprise  data  warehouse.  After  normalizing  the  data  for  mitigating  factors 
(Was  the  train  going  uphill?  Were  the  cars  empty?)  BNSF  calculates  each  run’s 
fuel  efficiency  and  displays  the  information  online. 

Each  month,  the  company  ranks  engineers  based  on  fuel  conservation 
and  rewards  leading  engineers.  Thanks  to  fuel-efficiency  programs  like  Fuel 
MVP  and  the  acquisition  of  more  efficient  locomotives,  BNSF’s  fuel  efficiency 
increased  8.3  percent  between  1996  and  2006.  In  2007,  the  company's  fuel 
efficiency  further  improved  by  nearly  3  percent.  -S.O. 


was  granted  the  first  railroad  charter  in 
North  America. 

The  railroads  dominated  long-haul 
freight  transport  nearly  until  Dwight  D. 
Eisenhower  established  the  Interstate 
Highway  System  in  1956.  Shippers  found 
that  finished  goods  could  get  more  places 
faster  and  more  flexibly  on  the  open  road. 
Railroads  chugged  along,  nevertheless, 
carrying  coal,  lumber  and  other  com¬ 
modities.  That  movement  of  bulk  goods 
remains  an  important  component  of  rail¬ 
road  revenue.  “[Those  customers]  need 
only  limited  visibility  into  their  ship¬ 
ments  and  transit  times  and  are  able  to 
deal  with  the  inherent  dynamics  of  the 
infrastructure,  which  is  that  the  railroad 
doesn’t  always  take  the  shortest  distance 
between  two  points,”  says  Marc  Tanowitz, 
principal  with  Pace  Harmon. 

But  in  the  past  couple  of  decades,  the 
railroad  industry  has  experienced  two  big 
shifts.  One  has  been  consolidation.  In  1980, 
there  were  40  Class  1  railroads  (defined 
today  as  those  with  operating  revenue 
exceeding  $346.8  million  in  2006)  oper¬ 
ating  in  the  United  States.  Today  there  are 
just  seven:  Burlington  Northern  &  Santa 
Fe  Railway  (BNSF),  Canadian  National 
Railway,  Canadian  Pacific  Railway,  CSX 
Transportation,  Kansas  City  Southern 
Railway,  Norfolk  Southern  Railway  and 
Union  Pacific  Railroad. 

The  other  change  has  been  the  explosive 
growth  of  its  intermodal  business.  Inter- 
modal  volume  has  grown  400  percent 
since  1980,  according  to  AAR,  from  3  mil¬ 
lion  units  (trailers  or  containers)  to  12  mil¬ 
lion.  Today,  chances  are  much  of  the  stuff  of 
your  everyday  life— your  cell  phone,  your 
cereal,  your  car— rode  the  rails  at  some 
point  on  its  way  to  your  door. 

BNSF  (the  product  of  more  than  390 
railroad  lines  that  merged  over  150  years) 
still  hauls  enough  coal  to  generate  10  per¬ 
cent  of  all  electricity  in  the  United  States 
and  moves  more  grain  than  any  other 
North  American  railroad.  But  it’s  also  one 
of  the  world’s  top  movers  of  intermodal 
traffic.  Half  of  BNSF’s  volume  and  33  per¬ 
cent  of  its  revenue  comes  from  moving 
truck  trailers  and  ship  containers.  That’s 
probably  because  BNSF  owns  the  shortest 


route  between  Southern  California  ports 
and  Chicago  distribution  centers.  (More 
railways  come  together  in  Chicago  than 
in  any  other  city;  according  to  some  esti¬ 
mates,  more  than  75  percent  of  U.S.  rail 
freight  from  U.S.  ports  is  processed  there 
for  distribution  throughout  the  country.) 
BNSF  CIO  Jo-ann  Olsovsky  says  her  com¬ 
pany  has  forged  partnerships  with  truck¬ 
ing  companies  for  25  years. 


There’s  a  natural  synergy  between 
full-truckload  carriers  and  rail  because 
the  trailer  is  headed  to  and  from  a  single 
location.  One  intermodal  train  can  move 
as  much  freight  as  280  trucks.  (For  more 
on  how  the  railroads  are  using  IT  for  fuel 
optimization,  read  “Using  Less  Diesel,” 
above.)  That’s  why  intermodal  shipments 
accounted  for  one-third  of  truckload  car¬ 
rier  Schneider  National’s  $3.7  billion  in 
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IT  can  helpthe  railroads  more  effi¬ 
ciently  route  trains  and  process  freight 
at  intermodal  terminals,  enabling 
them  to  increase  capacity  virtually 
without  spending  as  much  to  lay  track. 
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revenue  last  year.  Steve  Van  Kirk,  vice 
president  of  intermodal  commercial  man¬ 
agement  with  Schneider,  says  the  busi¬ 
ness  it  gives  its  two  biggest  rail  partners, 
BNSF  and  CSX,  will  grow  “due  to  driver 
shortages,  rising  fuel  costs  and  grow¬ 
ing  sensitivity  to  the  impact  of  different 
choices  on  the  environment.” 

The  intermodal  option  gives  truckload 
carriers  opportunities  to  cut  costs  and 
provide  additional  solutions  for  custom¬ 
ers,  Van  Kirk  says.  “We’re  in  it  for  the  long 
haul,  and  we  see  it  increasing  in  some 
places  it  was  never  used  before,”  he  says, 
noting  that  Schneider  plans  to  increase  its 
rail  buy  in  the  shorter-haul  Eastern  tri¬ 
angle  connecting  Chicago  to  Florida  and 
the  East  Coast  ports.  “As  fuel  costs  have 
gone  up,  rail  is  a  more  viable  alternative 
for  800-mile  or  less  trips.” 

Even  less-than-truckload  (LTL)  car¬ 
riers  with  their  trailers  of  mixed  goods 
headed  for  different  destinations  have 
been  eager  to  take  advantage  of  rail  ser¬ 
vice.  “We  don’t  want  to  have  to  jack  up 
prices  because  diesel  is  at  $4.60  a  gallon,” 
explains  Michael  Rapken,  CIO  for  YRC 
Worldwide.  “And  with  a  tight  economy 
and  our  best  customers  leaning  on  us 
for  more  concessions,  it  makes  our  abil¬ 
ity  to  generate  a  margin  on  that  business 
tougher  and  tougher.  We  use  rail  as  much 
as  possible,”  he  says,  though  YRC  consid¬ 
ers  cost  and  capacity  in  its  calculations. 
(For  more  about  YRC,  see  “BPM  Without 
Busting  the  Budget,”  Page  23). 

Doing  so  is  possible  thanks  to 
improved  rail  service  reliability  in  cer¬ 
tain  corridors.  “Certain  high-density  (rail) 
lanes  have  results  close  or  equal  to  long 
haul  trucking,”  Van  Kirk  says.  A  trucker 
doing  500-miles-a-day  solos  takes  four 
days  to  get  from  Chicago  to  Los  Angeles. 
An  intermodal  train  can  usually  make 
the  trip  in  four  or  five  days.  Whether  to 
ship  by  road  or  rail  comes  down  to  how 
Schneider’s  network  matches  up  with  the 
available  rail  networks  and  what  the  end 
customer’s  expectations  are.  “If  you’re 
talking  about  something  going  from  Chi¬ 
cago  to  L.A.,  it  works,”  Van  Kirk  says. 

The  railroads  want  to  expand  inter¬ 
modal  capacity  in  high-demand  areas. 


Intermodal  has  been  the  fastest-growing 
segment  of  Norfolk  Southern’s  business 
during  the  last  five  years,  accounting  for  20 
percent  of  its  $9.4  billion  in  revenues  last 
year.  “We  have  initiatives  under  way  to  cre¬ 
ate  corridors  that  are  natural  magnets  for 
trailer  and  container  traffic,”  says  Butler. 

CREATING  VIRTUAL 
CAPACITY 

The  industry  has  finally  run  out  of  excess 
capacity,  enabling  rail  lines  to  raise  their 
prices  30  percent  or  more,  according  to 
Morgan  Stanley  research  analysts  Wil¬ 
liam  J.  Greene  and  Adam  Longson.  But 
the  railroads  must  make  significant 
investments  in  capacity  and  service  to 
take  advantage  of  the  situation  long-term. 
(Potentially,  railroads  could  take  business 
away  from  trucking  companies.) 

The  U.S.  Department  of  Transportation 
has  forecast  that  freight  railroad  demand 
will  increase  88  percent  by  2035.  If  capac¬ 
ity  is  not  added,  as  much  as  a  third  of  the 
country’s  140,000  miles  of  track  will  be  so 
congested  as  to  cause  widespread  service 
breakdowns.  The  DoT  report  concluded 
that  $148  billion  must  be  invested  in  rail¬ 
road  infrastructure  expansion. 

Here’s  where  IT  comes  in.  Although 
the  Class  1  railroads,  including  BNSF, 
CSX  and  Norfolk  Southern,  are  actively 
investing  in  physical  infrastructure- 
laying  new  track,  building  new  terminals 
and  expanding  flatcar  capacity— the  aver¬ 
age  railroad  spends  nearly  80  percent  of 
its  capital  expenditure  budget  just  main¬ 
taining  the  track  it  already  has.  A  rail 
company  spends  17  percent  of  revenue 
on  capital  investment,  compared  with  3 
percent  for  the  average  manufacturer.  The 


AAR’s  White  says  proposed  investment 
leaves  a  gap  of  $1.4  billion  a  year  beyond 
what  the  rail  carriers  will  be  able  to  raise 
on  Wall  Street,  according  to  a  study  for 
AAR  by  Cambridge  Systematics. 

One  solution  is  proposed  legislation. 
The  Freight  Rail  Infrastructure  Capacity 
Expansion  Act  of 2007  would  allow  up  to 
a  25  percent  tax  credit  for  rail  investments. 
But  AAR’s  White  says  the  bill  isn’t  moving 
quickly.  Railroad  investment  in  equipment, 
like  new  signaling  and  communication 
systems  to  decrease  the  spacing  between 
trains  or  more  powerful  locomotives  that 
can  run  heavier,  longer  trains,  will  help, 
too.  But  IT  can  help  the  railroads  more 
efficiently  route  trains  and  process  freight 
at  intermodal  terminals,  enabling  them  to 
increase  capacity  virtually  without  spend¬ 
ing  as  much  to  lay  track. 

“The  entire  industry  is  putting  more 
focus  on  IT  systems  as  a  way  to  stream¬ 
line  operations,”  says  Morgan  Stanley’s 
Longson.  When  a  train  is  moving  down 
the  track,  there’s  little  work  for  anyone  but 
the  conductor.  But  when  it  pulls  into  the 
station,  there’s  a  flurry  of  activity  that  can 
be  more  efficiently  managed  with  IT. 

BUILDING  FOR  WHAT’S 
AROUND THE BEND 

One  of  the  rules  of  railroading  has  always 
been,  “You  are  where  you  go.”  A  railway’s 
value  proposition  has  always  been  tied 
up  in  where  it  has  chosen  to  lay  track.  But 
today  around  BNSF’s  Fort  Worth  head¬ 
quarters,  you’ll  more  likely  hear  the  phrase 
“building  for  where  we  need  to  be.” 

The  company  is  expanding  its  inter¬ 
modal  hubs  and  laying  additional  track. 
It  is  also  spending  about  a  third  of  its  IT 
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Steve  Van  Kirk,  vice 
president  of  intermodal 
commercial  management 
with  Schneider  National, 
exchanges  shipping  data 
with  railroads  using  EDI. 


budget  on  new  investments. 

Some  of  that  investment  goes 
into  software  for  improving 
what  BNSF  calls  overall  “veloc¬ 
ity.”  A  movement  planner  from 
Siemens,  for  example,  schedules 
trains  throughout  the  BNSF 
network,  benefiting  carload  and 
intermodal  customers. 

Likewise,  Norfolk  Southern’s 
Thoroughbred  Yard  Enter¬ 
prise  System  (TYES)  tracks 
the  movement  of  railcars  and 
locomotives.  Norfolk  Southern 
employees  use  the  Operating 
Plan  Developer  (OPD)  to  model 
railcars  into  blocks,  blocks  into 
trains,  trains  into  schedules. 
Additional  models  predict  loco¬ 
motive  and  crew  requirements 
for  the  train  schedules. 

But  the  railroads  have  begun 
to  make  specific  IT  investments 
for  their  intermodal  business. 

Consider  BNSF’s  Hobart 
Yard  in  Los  Angeles,  which  pro¬ 
cesses  1.2  million  lifts  (the  move¬ 
ment  of  a  “box”— one  container 
or  trailer— to  or  from  a  railroad 
car)  a  year,  or  Logistics  Park,  Corwith 
and  Cicero  facilities  in  the  Chicago  area 
executing  more  than  2  million  lifts  annu¬ 
ally.  Managing  these  transfers  requires 
technology  to  schedule  movements  effi¬ 
ciently  and  keep  shippers  and  receivers 
informed  of  the  boxes’  whereabouts.  Hun¬ 
dreds  of  trailers  and  containers  must  be 
transferred  on  and  off  trains. 

Both  BNSF  and  Norfolk  Southern  are 
implementing  automated  gate  systems 
at  their  intermodal  terminals  to  help  the 
trailers  descending  on  those  facilities 
make  their  trains.  Norfolk  Southern  is 
also  using  the  gate  systems  to  improve 
safety,  reduce  gate  processing  time  and 
reduce  the  time  drivers  spend  inside  the 
terminal.  “That  helps  our  trucks  coming 
onto  the  railroad  property  drive  through 
without  delays,  which  improves  our  pro¬ 
ductivity,”  Schneider’s  Van  Kirk  says. 

The  systems  use  optical  character  rec¬ 
ognition,  digital  cameras  and  voice-over- 
IP-enabled  communication  kiosks.  They 


scan  the  trailers  for  identifying  informa¬ 
tion  and  send  them  to  the  right  location  for 
transfer,  transforming  a  system  that  pre¬ 
viously  required  people  with  ruggedized 
computers  to  spend  20  minutes  process¬ 
ing  each  idling  semi  into  one  where  truck¬ 
ers  can  drive  through  in  three  minutes. 

In  an  industry  where  a  day  without  a 
workplace  injury  is  rare,  the  gate  systems 
also  reduce  the  chance  of  someone  being 
run  over  by  an  18-wheeler,  says  Kathleen 
Meisinger,  BNSF’s  director  of  technology 
services  and  application  development. 
Jerri  Parks,  director  of  intermodal  and 
automotive  systems  for  Norfolk  Southern, 
says  her  company  plans  to  use  the  system 
to  process  trucks  remotely  in  and  out  of 
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terminals  in  the  near  future. 

Containers  on  an  ocean  vessel  are  often 
stacked  10  high,  and  managing  them  is 
relatively  simple:  first  on,  last  off.  But 
because  of  the  complexity  of  transfers 
at  the  intermodal  station,  railcars  often 
carry  just  one  container,  even  though 
a  locomotive  can  move  double-stacked 
containers.  BNSF  has  invested  in  giant 
cranes— 284  feet  wide,  spanning  seven 
loading  tracks  and  three  truck  lanes— to 
load  double-stacked  cars.  They  worked 
with  Kone,  a  Finnish  marine  software 
vendor,  to  develop  workflow  optimiza¬ 
tion  software  that  uses  GPS  coordinates 
of  containers  and  incoming  trains  to 
automatically  guide  the  crane  operator. 
Norfolk  Southern’s  Strategic  Intermodal 
Management  System  (SIMS)  creates  a 
load  plan  for  moving  trailers  and  contain¬ 
ers  onto  a  train  at  the  intermodal  station, 
so  that  they  can  be  efficiently  unloaded 
at  their  destinations.  SIMS  also  supports 
train  planning,  inventory  management, 
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equipment  storage  and  EDI  communica¬ 
tion  with  customers  and  other  railroads. 

CSX— whose  lineage  can  be  traced  back 
to  the  very  first  U.S.  railroad,  the  Balti¬ 
more  &  Ohio— has  built  a  wireless  tool 
that  allows  truckers  to  verify  billing  with 
the  terminal  before  arrival.  The  smart¬ 
phone-enabled  application  lets  drivers 
know  whether  they  will  be  able  to  offload 
the  trailer  without  any  issues,  says  Frank 
Lonegro,  president  of  CSX  Technology, 
the  business  unit  responsible  for  IT.  The 
driver  can  reconcile  problems  by  phone 
en  route,  saving  time  and  money. 

Those  systems  that  improve  productiv¬ 
ity  will  only  become  more  important  as 
East  Coast  carriers  like  CSX  and  Norfolk 
Southern  go  after  the  short-haul  market, 
where  trucks  continue  to  dominate.  Nor¬ 
folk  Southern  is  moving  more  freight  in 
the  500-mile  and  250-mile  lanes,  like  the 
route  from  the  Port  of  Savannah,  Ga.,  to 
Atlanta.  “We  want  to  continue  to  grow 


this  business,”  says  Jim  Bolander,  assis¬ 
tant  vice  president,  intermodal  pricing 
and  development  for  Norfolk  Southern. 

BETTER  DATA  FOR 
CUSTOMERS 

New  IT  systems  aren’t  limited  to  increas¬ 
ing  operational  efficiency,  they’re  also 
critical  to  improving  customer  service.  It’s 
something  few  railroads  had  been  known 
for  in  the  past.  Tools  like  the  automated 
gate  system  at  the  intermodal  hubs  help. 
“When  you’re  moving  millions  of  con¬ 
tainers  a  year,  saving  17  minutes  on  the 
in-  and  out-gate  translates  into  improved 
service  and  improved  recoverability  [after 
delays],”  says  Olsovsky. 


But  more  visibility  into  container 
movement  and  progress  is  necessary  to 
meet  the  real-time  data  needs  of  inter¬ 
modal  customers.  And  the  increased 
number  of  touchpoints  involved  in  inter¬ 
modal  freight  movement— versus  single 
trips  by  one  mode  of  transport— means 
that  more  data  is  being  generated. 

For  truckload  carriers,  “it’s  no  longer 
pick  it  up,  drive  it,  deliver  it— one  driver, 
one  assignment,”  explains  Schneider 
National’s  Van  Kirk.  “There’s  the  arrival 
dray,  the  rail  component  and  the  destina¬ 
tion  dray,  and  each  movement  has  three 
separate  activities.” 

The  big  railroads  currently  use  elec¬ 
tronic  data  interchange  (EDI)  to  share 
information  directly  between  their  sys¬ 
tems  and  those  of  their  intermodal  part¬ 
ners.  “When  one  of  our  drivers  picks 
up  a  load,  we  have  a  satellite  system  in 
the  truck  that  sends  a  macro  to  say  they 
picked  up  the  load  and  to  generate  a  way¬ 


bill  that  lets  the  railroad  know  they  have 
a  load  coming,”  explains  Van  Kirk.  “They 
go  through  an  automated  checkpoint  (at 
the  intermodal  station),  and  the  railroad 
provides  EDI  status  updates  for  different 
events.”  Most  rail  providers  also  provide 
the  same  data  and  the  ability  to  generate 
reports  via  their  websites,  which  trucking 
or  retail  customers  can  then  use  to  update 
their  end  customers. 

Norfolk  Southern  and  other  railroads 
have  installed  automatic  equipment  iden¬ 
tification  (AEI)  tags  and  readers  on  their 
tracks  at  close  intervals  to  monitor  the 
movement  of  railcars.  The  AEI  readers 
relay  each  railcar’s  location.  That  data 
can  be  viewed  online  or  sent  to  the  ship¬ 


per’s  own  system.  “It’s  one  thing  to  know 
your  trailer  departed  Atlanta  and  the  next 
stop  is  Birmingham,”  says  CIO  Butler.  “It’s 
another  thing  altogether  to  know  where 
between  those  two  points  it  actually  is.” 

Real-time  tracking  information  from 
Class  1  railroads  has  improved  over  the 
last  few  years,  says  Dave  Howland,  vice 
president  of  intermodal  rail  manage¬ 
ment  for  Schneider  National.  There 
is  “better  reporting  of  trains  delayed 
between  reporting  points  due  to  derail¬ 
ment,  washout,  et  cetera,  on  a  real-time 
basis,”  Howland  explains.  “Before,  they 
wouldn’t  update  those  things  until  the 
train  reached  the  next  reporting  station, 
a  day  or  two  after  the  fact.” 

If  the  railroads  want  to  grow  their  LTL 
business,  they  must  invest  more  in  stream¬ 
lining  business  processes  and  communi¬ 
cations,  says  Tanowitz.  They  also  need 
to  keep  better  track  of  their  own  assets. 
Tanowitz  says  1  percent  to  2  percent  of  rail- 
cars  show  up  as  “in  unknown  locations” 
on  railroad  systems.  Railroads  won’t  be 
making  huge  investments  in  IT  systems 
like  the  barcode  scanners  that  UPS  uses. 
But,  he  says,  they  could  invest  more  in  GPS 
tracking  of  railcars  and  integrate  that  with 
their  existing  networks  to  keep  closer  track 
of  trailers  and  containers  than  they  do  with 
the  AEI  tags  and  readers. 

To  help  trucking  companies  manage 
their  trailers,  CSX  has  developed  an  IT- 
enabled  empty-equipment-relocation 
program.  It  allows  carriers  that  have 
unloaded  a  trailer  at  an  intermodal  sta¬ 
tion  in  an  area  where  they’re  unlikely  to 
pick  up  another  load  to,  for  a  fee,  put  the 
empty  container  on  a  train  to  a  destination 
where  there’s  greater  opportunity  to  load 
up  again.  “It  allows  carriers  to  have  better 
driver  utilization  in  their  hot  markets,” 
says  CSX’s  Lonegro. 

But  not  every  customer  is  thrilled  with 
the  rail  offering  as  it  exists  today.  In  the 
early  days  of  intermodal,  the  railroads 
wooed  customers  with  free  rides  for 
empty  trailers  to  someplace  they  could 
load  up  again.  Not  today.  “The  problem 
is,  they  haven’t  added  a  lot  of  rail  capacity 
in  the  last  hundred  years,  and  the  service 
isn’t  as  good  as  it  used  to  be,”  says  YRC 
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Shippers  of  small-volume,  high-value 
finished  goods  want  “package-level 
details  on  their  shipments,"  and 
rai  Iroads  today  can’t  provide  that. 

-MARC  TANOWITZ,  PRINCIPAL  ,  PACE  HARMON 
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“It’s  one  thingto  know  yourtrailer 
departed  Atlanta  and  the  next  stop 
is  Birmingham.  It’s  another  thing 
altogetherto  know  where  between 
those  two  points  it  actual  ly  is.” 

-DEB  BUTLER,  CIO,  NORFOLK  SOUTHERN 
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Worldwide’s  Rapken.  “They  don’t  reposi¬ 
tion  our  empties  anymore.  They’ve  raised 
their  prices.”  While  YRC  understands  the 
market  dynamics  guiding  the  railroads 
decisions  and  says  it  isn’t  moving  away 
from  rail,  the  company  is  moving  more  of 
its  long-haul  less-than-truckload  trailers 
on  18  wheels  rather  than  steel  wheels. 

The  railroads  will  tell  you  they’ve 
simply  decided  to  focus  on  their  core 
competency  of  moving  trains  and  are 
concentrating  on  volume.  “Over  the  years, 
railroads  have  tended  to  focus  more  on 
providing  transportation  service  and  less 
on  equipment  management,”  says  BNSF 
spokesman  Patrick  Hiatte. 

THE  LIMITS  OF  RAIL 

Then,  of  course,  there  is  the  need  for  speed. 
In  the  railroad  industry,  there’s  a  business 
metric  everyone  keeps  their  eyes  on:  delays. 
Everyone  is  trying  to  limit  it— 20  percent 
of  Norfolk  Southern’s  incentive  compensa¬ 
tion  is  based  in  part  on  a  composite  service 
metric  that  includes  goals  for  train  perfor¬ 
mance,  connection  performance  and  com¬ 
pliance  with  operations  plans.  But  keeping 
the  trains  running  on  time  is  hard  to  do. 

When  there’s  a  storm,  an  airplane  can 
fly  around  it.  If  there’s  a  wreck  on  Inter¬ 
state  90,  a  semi  can  take  a  detour.  If  there’s 
a  mechanical  failure  or  a  mud  slide  or 
some  other  mishap  on  a  track,  the  train 
stops.  IT  helps  mitigate  slowdowns.  The 
Midwest  floods  this  summer  “made  for  a 
tough  couple  of  weeks,”  says  Schneider 
National’s  Van  Kirk.  Union  Pacific  rerouted 
its  trains  on  BNSF  tracks,  but  such  coop¬ 
eration  between  railroads  is  used  only  in 
emergencies.  Most  of  the  time,  railroads 
can’t  reroute  trains  on  the  fly. 

The  rail  providers  themselves  are  the  first 
to  point  out  these  shortcomings.  The  risk 
factors  listed  in  their  annual  reports  will 
mention  that  more  flexible  truck  lines  will 
continue  to  affect  their  ability  to  compete  for 
deliveries  of  nonbulk,  time-sensitive  freight. 
Rail  remains  a  no-go  for  those  managing 
just-in-time  inventories  and  operations. 

“A  growing  segment  of  the  logistics 
marketplace  is  small-volume,  high-value 
finished  goods,”  says  Tanowitz.  Shippers 
of  those  goods  want  “package-level  details 


on  their  shipments,”  and  railroads  today 
can’t  provide  that.  Those  most  likely  to 
invest  in  systems  to  provide  more  granu¬ 
lar  data— and  compete  or  integrate  with 
more  LTL  carriers— are  the  East  Coast 
railroads  like  CSX  or  Norfolk  Southern 
that  are  going  after  more  short-haul  busi¬ 
ness.  The  railroads  also  need  to  provide 
more  precise  forecasts  for  train  depar¬ 
tures  and  arrivals,  Tanowitz  adds. 

CSX  Technology’s  Lonegro  says  that  if 
retailers  provide  SKU-level  details  to  their 
intermodal  customer  and  the  intermodal 
customer  includes  that  information  in  its 
shipping  instructions,  the  railroad  could 
modify  its  systems  to  allow  everyone  to 
have  full  visibility.  But  others,  like  BNSF 
and  Norfolk  Southern,  say  it’s  just  not 
worthwhile  to  offer  that  level  of  detail 
today.  Says  BNSF’s  Hiatte:  “Our  truck¬ 
ing-company  or  ocean-carrier  customers 
know  what’s  in  a  trailer  or  container,  and 
our  tracing  systems  provide  the  location 
of  the  trailer  or  container.” 

The  IT  projects  in  the  Norfolk  Southern 
pipeline  are  focused  on  increasing  overall 
productivity  and  decreasing  costs.  These 
include  a  new  dispatch  and  traffic-control 
system  to  improve  scheduling,  transit 
times  and  service,  as  well  as  the  next  gen¬ 
eration  of  a  tool  to  optimize  railcar-trip 
planning  and  provide  dynamic  routing  (to 
be  rolled  out  during  the  next  year). 

The  railroads  would  need  to  integrate 
even  more  with  each  other  to  improve  the 
overall  flow  of  the  rail  network,  analysts 
say.  Although  the  Class  Is  have  negoti¬ 
ated  rights  on  each  other’s  tracks,  travel¬ 
ing  on  track  they  don’t  own  can  be  more 


costly.  And  for  the  most  part,  the  railroads 
choose  the  lowest-cost— not  shortest-dis- 
tance— route,  often  to  the  detriment  of 
their  customers,  says  Tanowitz. 

Some  wonder  whether  the  railroads 
want  to  improve  their  services  to  compete 
more  directly  with  trucking  companies. 
“Investment  in  a  truly  integrated  inter¬ 
modal  supply  chain  has  been  a  lot  of  talk 
but  not  a  whole  lot  of  investment,”  Rutchik 
says.  “The  question  is  whether  this  is  an 
incremental  change  based  on  an  exceptional 
spike  in  fuel  prices  or  this  is  an  area  they’re 
going  to  really  invest  in  and  become  a  more 
viable  third-party  logistics  provider.” 

The  numbers  tell  the  story,  counters 
Butler  of  Norfolk  Southern.  “If  customers 
didn’t  see  value  in  intermodal  as  it  exists 
today,  they  wouldn’t  be  using  it,”  she  says. 
“We  have  the  capacity  and  it’s  lower  cost. 
Rail  doe's  not  move  as  fast,  in  general,  as 
highway  traffic,  and  we  have  a  lot  of  work 
to  do.  But  our  expectation  is  for  continued 
intermodal  growth.” 

Although  improved  service  and 
increased  capacity  may  enable  the  railroads 
to  take  business  away  from  the  $150  billion 
trucking  industry,  there’s  one  thing  every¬ 
one  agrees  on:  Rail  will  never  fully  replace 
long-haul  trucking.  “You  would  have  to 
increase  (rail)  capacity  by  far  more  than  eco¬ 
nomically  could  be  justified,”  says  AAR’s 
White.  “But  long-haul  transportation  may 
increasingly  move  more  by  rail,  and  it  will 
continue  to  be  the  key  to  our  growth.”  BE 


Stephanie  Overby  is  a  freelance  writer  based 
in  Boston.  To  comment  on  this  story,  go  to 
www.cio.com/article/448916. 
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Enterprise-Proven  is  the 
Prerequisite  for  Enterprise 
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,  information  technology  and  business  leaders 
"■  have  fully  embraced  the  enterprise  portal. 

That’s  according  to  a  recent  study  by  Framingham, 
Mass.-based  IDG  Research  Services,  which  reveals 
that  70  percent  of  responding  companies  are 
currently  using  one  or  more  enterprise  portal 
solutions,  with  many  planning  expansions. 


70%  of  survey 
respondents 
say  they  are 
currently  us¬ 
ing  one  or 
more  enter¬ 
prise  portal 
solutions. 


Cost  reduc¬ 
tion  is  the 
number  one 
driver  of 
adoption. 

“What  CIOs 
really  need 
for  successful 
implementa¬ 
tions  are  busi¬ 
ness-ready, 
out-of-the- 
box  portals 
that  work  in 
their  environ¬ 
ment.” 

—  Sam 
Jankovich, 
CEO, 
EnterConnect 


Such  enthusiastic  investments  reflect  an  exciting  evolu¬ 
tion  in  portal  technology.  The  traditional  porta!  is  trans¬ 
forming  from  internally  focused,  one-off  applications 
into  a  platform  for  information  integration  and  applica¬ 
tion  consolidation— with  one  system  that  integrates  an 
enterprise’s  .com,  intranet  and  extranet. 

With  this  evolution,  CIOs  are  raising  the  bar  and  calling 
for  a  new  class  of  portal  solution.  “CIOs  are  demanding 
what  we  call  ‘enterprise-proven’  solutions,  which  reflect 
deep  experience  in  large-scale  deployments,”  says 
Sam  Jankovich,  Chief  Executive  Officer  and  President 
of  EnterConnect  Inc.,  a  leading  provider  of  enterprise 
business  portals  based  in  San  Jose,  Calif.  “These  are 
portal  solutions  that  offer  the  cost-effectiveness,  low 
risk  and  scalability  that  this  study  proves  are  must-have 
capabilities.” 

Business  Needs  Drive  SaaS  Portal 
Deployment 

What’s  interesting  is  that  as  CIOs  move  toward  next- 
generation  portals,  they’re  looking  for  a  service  deliv¬ 
ery  model  that  is  in  keeping  with  this  evolution.  That 
model  is  Software  as  a  Service,  or  SaaS,  with  31  percent 
of  the  responding  companies  currently  using  or  con¬ 
sidering  the  use  of  this  burgeoning  delivery  model  for 
enterprise  portals. 

SaaS  is  a  software  deployment  model  whereby  an  ap¬ 
plication  is  hosted  as  a  service,  eliminating  the  burden 
of  installing  and  running  applications  across  user  de¬ 
vices.  “SaaS  makes  enterprise  portal  implementations 
easier— that  is,  easier  to  deploy  more  quickly  to  more 
users,  and  easier  for  users  to  learn  and  then  leverage 
more  effectively,”  Jankovich  says. 

What’s  more,  a  SaaS  delivery  model  for  enterprise  por¬ 
tals  has  widespread  business  appeal.  Cost  reduction  is 
the  number  one  driver  of  adoption,  followed  by  more 
effective  communication,  improved  customer  satisfac¬ 
tion,  increased  productivity  and  enhanced  security. 


An  overwhelming  majority  of  respondents  indicate  that 
SaaS  portals  also  free  IT  to  focus  on  more  strategic 
initiatives.  “You  don’t  have  to  be  an  IT  professional  to 
manage  the  portal,  so  it’s  the  business  folks  that  are 
keeping  it  up-to-date  and  driving  productivity,”  reports 
Jankovich. 


Enterprise-Proven:  The  Only  Way  to  Go 

Most  compelling,  however,  the  SaaS  model  has  enter¬ 
prise  appeal,  out-delivering  other  options  on  key  issues 
like  cost-effectiveness,  low  risk  and  scalability. 

“What  CIOs  really  need  for  successful  implementa¬ 
tions  are  business-ready,  out-of-the-box  portals  that 
work  in  their  environment  while  addressing  those  key 
issues,”  Jankovich  observes.  That  is,  enterprise-proven 
solutions. 

So  when  evaluating  SaaS  enterprise  portals,  respon¬ 
dents  rank  a  number  of  features  as  critical: 

•  94  percent  tout  cost-effectiveness  as  a  top  priority. 

•  91  percent  say  a  secure  solution  is  a  critical 
consideration. 

•  85  percent  rank  scalability  as  important. 

•  83  percent  point  to  ease-of-use  benefits. 

•  77  percent  indicate  that  integration  plays  an 
instrumental  role. 

Bottom  line:  CIOs  want  an  enterprise-proven  SaaS  por¬ 
tal  solution.  The  information  technology  and  business 
leaders  that  responded  to  this  survey  are  demanding 
exactly  that,  and  they’re  getting  it  from  the  vendors 
with  enterprise  depth  and  tried-and-true  solutions  to 
back  them  up. 

Go  to  www.cio.com/whitepapers/enterconnect  to  ob¬ 
tain  a  free  download  of  the  complete  research  results 
with  insightful  commentary  from  key  respondents. 


enberconnect 

consolidate,  collaborate,  connect 


Custom  Solutions  Group 


Most  SOA 
failures  are 
about  people 
and  process,  not 

the  technology. 

To  achieve 
success,  learn 
from  these 
mistakes. 

BY  MIKE  KAVIS 


SOA  is  not  something  you  buy,  it  is  something 
you  do.  And  research  shows  us  that  few  com¬ 
panies  are  doing  it  well. 


A  recent  Burton  Group  analysis  of  SOA  implementations  found  a  50  percent  failure 
rate  among  the  20  companies  that  it  studied.  The  SOA  efforts  of  another  30  percent  were 
deemed  “neither  successful  nor  wholly  failed.” 

So  what’s  going  on  here?  When  Burton  Group’s  Vice  President  and  Research  Director 
Anne  Thomas  Manes  spoke  about  this  issue  at  the  consulting 
firm’s  Catalyst  conference  in  June,  she  said  most  SOA  failures 
are  due  to  people  and  process,  not  the  technology.  Manes 
drove  her  point  home  with  the  comment,  “You’re  going  to 
have  to  create  some  kind  of  culture  shift.” 

As  a  veteran  chief  architect  with  more  than  23  years  of  IT 
experience,  I  totally  agree  with  her  assessment.  I  have  worked 
on  an  SOA  initiative  for  more  than  two  years  and  during  that 
time  I  found  that  the  biggest  road  blocks  were  overcoming  the 
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management  causes 
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Lessons  from  the 
trenches 


SOA 


enormous  amount  of  change  in  the  way  people  need  to  look  at 
business  processes  and  the  way  software  development  needs  to 
be  approached.  The  technology  was  the  easy  part. 

So  now  we  know  who  to  blame  for  failed  SOA  initiatives. 
It’s  the  people,  stupid.  But  just  how  do  people  make  SOA  fail? 
Let  me  count  the  ways.  However,  this  is  no  blame  game.  By 
acknowledging  the  ways  in  which  people  can  cause  an  SOA 
initiative  to  sputter,  CIOs  can  take  the  opportunity  to  put  a  game 
plan  together  that  addresses  each  issue  and  greatly  improves 
an  organization’s  chances  of  success. 

1  Failure  to  Explain 
SOAs  Business  Value 

ONE  OF  THE  MOST  COMMON  MISTAKES  I.T.  people  make 
is  that  they  approach  SOA  purely  from  a  technological  perspec¬ 


tive.  They  spend  a  great  deal  of  time  and  effort  on  architecture, 
governance  and  vendor  assessments  (which  is  good),  but  they 
forget  that  SOA  needs  to  solve  real  business  problems  (which 
is  bad).  So  they  invest  huge  amounts  of  time  and  money  build¬ 
ing  out  the  architecture— only  to  find  that  when  they  are  done, 
nobody  in  the  business  understands  the  benefits  and  they’re 
not  interested  in  the  technology. 

Recommendation:  Start  with  real  business  problems  first. 
This  is  why  BPM  (business  process  management)  is  the  “killer 
app”  for  SOA.  BPM  improves  and  automates  business  processes. 
It  provides  visibility  into  operational  performance,  enhances 
agility  by  allowing  the  business  to  change  its  processes  dynami¬ 
cally  without  IT  involvement,  eliminates  waste— thus  reducing 
costs— and  much  more.  Show  the  business  how  SOA  will  help 
solve  its  problems.  Then  address  the  technology  issues. 


SOA  Migration  Takes  Flight  at  United 

How  the  airline  managed  people  and  technology  to  move  its  reservation  system  with 
Lufthansa  to  an  updated  architecture 


In  a  mission-critical  project  like  mod¬ 
ernizing  an  airline’s  product  suite  for 
reservations,  inventory  and  passenger 
check-in,  technology  is  almost  beside 
the  point.  Management  is  key. 

“We're  having  a  heart  transplant,” 
says  Shama  Patel,  United  Airlines  man¬ 
aging  director  of  corporate  strategy  and 
planning.  Patel  was  discussing  the  Hori¬ 
zon  Project,  an  SOA-fueled  moderniza¬ 
tion  effort  by  United  and  Lufthansa,  at 
IBM's  Smart  SOA  Conference  in  April. 

Horizon  is  certainly  a  major  opera¬ 
tion.  The  existing  system  is  40  years 
old,  built  in  assembly  language  and 
green-screen-based.  The  back  end  is  no 
longer  scalable  for  today’s  needs  and 
it  doesn’t  integrate  well  with  anything, 
explains  Patel.  Coupled  with  customer 
demands  for  modern  technology,  it  was 
time  for  a  change. 

Lufthansa  and  United  partnered  to 
develop  Horizon,  a  common  reservation 
platform  to  be  used  by  both  airlines  and, 
eventually,  other  members  of  the  Star  Alli¬ 
ance,  which  consists  of  21  other  member 
carriers.  When  it  rolls  out,  it  will  impact 
20,000  people  in  350  locations  in  a  three- 


to  four-year  time  frame,  and  touch  20 
company  divisions  at  United  alone. 

Horizon  initially  focused  on  three 
major  back-end  functions:  sales,  plan¬ 
ning  and  departure  management. 
However,  “as  we  worked  on  the  back¬ 
end  system,  we  realized  we  also  had  to 
replace  the  front  end,”  Patel  says.  The 
new  back  end  wouldn’t  be  able  to  inter¬ 
act  with  the  old  front  end;  and  as  part  of 
the  new  system  architecture,  it  needed 
an  abstraction  layer  in  the  middle.  So 
Horizon  grew  to  include  the  integrated 
agent  portal,  the  corporate  intranet, 
real-time  systems  for  flight  status  and 
baggage  systems,  and  much  more. 

To  make  such  a  project  succeed 
means  tackling  people  and  business 
issues.  “Managing  change  is  essential 
to  help  people  through  the  emotional 
curve,"  Patel  says. 

Horizon  uses  several  change-man¬ 
agement  techniques  to  ensure  project 
success.  For  instance,  United  business 
sponsors  and  IT  leaders  are  aligned 
through  a  strong  executive  governance 
board.  The  company  also  established  a 
guidance  coalition.  This  is  not  a  matrix 


organization  with  business  on  one  side 
and  IT  on  the  other,  explains  Patel.  Par¬ 
ticipants  make  decisions  for  the  divi¬ 
sion.  So  true  alignment  is  a  necessity. 
“There  is  always  a  divide  [between  IT 
and  the  business];  on  a  project  like  this, 
that  just  won’t  work,”  she  says. 

Patel  also  offers  these  suggestions: 

Put  risk  in  a  framework.  This  is  criti¬ 
cal  for  long-term  projects. 

Determine  the  process  architec¬ 
ture.  This  gives  transparency  to  both 
business  and  IT.  To  create  the  SOA 
building  blocks  and  map  processes 
relevant  to  the  project  scope,  Patel  says 
the  Horizon  project  had  a  LEGO  party. 
Teams  received  tagged  LEGO  blocks 
and  were  asked  to  "build  a  reserva¬ 
tion”  in  a  controlled  scenario.  Everyone 
learned  what  each  piece  involved  added 
to  the  process  and  the  ways  a  “simple” 
transaction  could  be  addressed  by  IT. 

Create  a  business  integration  road 
map.  Horizon’s  reflects  dependencies 
from  all  business  teams;  a  call  center 
move  or  union  negotiations  can  impact 
the  software  rollout  schedule,  after  all. 

-Esther  Schindler 
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Underestimatingthe  Impact 
of  Organizational  Change 

AS  WITH  ANY  TRANSFORMATIONAL  INITIATIVE,  resis¬ 
tance  to  change  is  a  project  killer.  SOA  brings  massive  amounts  of 
change  to  an  organization,  especially  if  the  organization  does  not 
have  a  well-established  enterprise  architecture  in  place.  Fear  of 
the  unknown  is  the  greatest  contributor  of  resistance  to  change. 

People  need  to  understand  WIIFM  (What’s  in  it  for  me?)  and 
why  changing  their  ways  is  good  for  them  and  the  company.  The 
challenge  is  that  people  at  different  levels  within  the  organiza¬ 
tion  are  affected  in  different  ways.  Each  level  of  the  business  has 
concerns  that  need  to  be  addressed  and  that  must  be  solved  on 
an  individual  basis. 

Recommendation:  Create  an  organizational-change- 
management  (OCM)  plan.  OCM  plans  clearly  articulate 
what  needs  to  be  changed  and  why,  what  the  steps  are  for 
creating  the  changes,  and  why  these  changes  are  neces¬ 
sary  and  good  for  both  the  company  and  the  employee. 

I  would  go  one  step  further  and  hire  an  external  OCM 
expert  to  help  the  leadership  team  of  the  SOA  initiative 
deal  with  change.  I  am  a  big  fan  of  Harvard’s  leadership 
and  change-management  guru,  John  Kotter,  and  his 
eight-step  change  model,  which  outlines  a  step-by-step 
process  on  how  to  implement  change  initiatives  within 
an  organization. 

3  Lack  of  Strong  Executive 
Sponsorship 

IT  IS  HIGHLY  UNLIKELY  that  your  SOA  initiative  will 
accomplish  its  goals  without  sponsorship  from  the  top. 

SOA  spans  multiple  departments,  multiple  systems  and 
is  a  major  undertaking.  You  need  a  strong  executive  with 
clout  to  keep  the  initiative  moving  forward  and  to  break 
down  barriers  along  the  way.  But  clout  by  itself  is  not 
enough.  This  person  also  needs  to  have  enough  time  to 
focus  on  the  SOA  initiative  to  keep  the  sense  of  urgency  high. 

Recommendation:  If  your  SOA  initiative  is  aligned  with 
key  business  drivers,  the  executive  sponsor  should  be  a  high- 
ranking  businessperson  who  benefits  substantially  from  the 
implementation.  Let  the  business  own  and  drive  the  portfolio 
of  projects  that  drive  the  SOA  road  map.  But  no  matter  who  you 
chose,  that  person  must  be  able  to  move  mountains  and  possess 
a  proven  track  record  of  successful  leadership. 


will  be  like  trying  to  find  a  needle  in  a  haystack.  Some  compa¬ 
nies  will  try  to  take  on  SOA  projects  without  any  outside  help 
to  shave  off  the  high  cost  of  consultants.  Unless  you  are  loaded 
with  staff  experienced  in  SOA,  trying  this  without  outside  help 
in  order  to  save  money  can  be  a  recipe  for  disaster. 

Recommendation:  Create  an  SOA  road  map  with  a  portfolio  of 
projects  and  a  vision  of  the  long-term  benefits  that  SOA  will  bring 
to  the  company.  Create  the  financial  justification  for  the  entire 
SOA  initiative  and  show  the  ROI  or  whatever  the  most  important 
financial  indicators  are  for  the  company.  If  you  build  a  good  busi¬ 
ness  case,  there  should  be  money  to  fund  the  initiative. 

Also,  several  great  open-source  products  are  available  that 
can  greatly  reduce  the  overall  costs  of  your  SOA  implementa- 


Gaining  Traction 

Nearly  60  percent  of  CIOs  say  they  are 
undertaking  or  exploring  SOA/enterprise 
architecture  initiatives. 
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tion.  MuleSource,  WS02  and  Red  Hat  have  a  suite  of  tools  for 
development,  service  lifecycle  management  and  integration. 
Push2Test  has  a  good  open-source  solution  for  SOA  testing,  and 
CentraSite  provides  a  registry  and  repository  solution. 

No  SOA  Skills  on  Staff 

THERE  ARE  MANY  SPECIALIZED  roles  and  skill  sets 


4  Attempting  to  Do  SOA 
On  the  Cheap 

SOME  COMPANIES  ATTEMPT  SOA  with  limited  budgets. 
Bad  idea.  In  addition  to  all  of  the  middleware  that  is  required, 
there  are  huge  investments  in  governance  tools,  training,  con¬ 
sulting,  infrastructure  and  security. 

Managing  SOA  in  a  production  environment  is  challenging 
because  of  its  distributed  and  loosely  coupled  nature.  Don’t 
skimp  on  the  lifecycle  management  tools  or  troubleshooting 


required  to  do  SOA  that  likely  do  not  exist  within  the  organiza¬ 
tion.  You’ll  need  SOA  architects,  business- process  modelers, 
administrators  of  the  tools  within  the  stack,  data  architects  and 
those  with  many  other  skills.  Talent  to  fill  these  positions  does 
not  come  cheap. 

Trying  to  implement  SOA  without  any  SOA  experience  on 
staff  is  a  major  mistake.  SOA  affects  all  IT  departments,  including 
testing,  infrastructure  and  security.  This  is  much  more  complex 
than  sending  a  few  developers  to  a  few  training  classes.  Don’t 
forget  the  business,  either.  The  business  needs  training  on  pro- 
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SunGard  Availability  Services  help  your  business  move  forward  with 
the  most  advanced  and  widest  choice  of  information  availability  options 
in  the  industry 


From  virtualization  to  hot  sites  to  replication  and  vaulting— SunGard  Availability  Services 
does  it  all.  And  it’s  all  we  do.  That  kind  of  focus  helps  ensure  high  availability  of  data, 
applications  and  systems  and  fits  your  needs  and  budget  precisely. 


When  we  partner  with  you,  you  worry  less  about  the  road  ahead.  Here’s  why: 
a  track  record  of  100%  successful  recoveries;  over  60  facilities  with  redundant 
power  connected  to  SunGard’s  secure  global  network;  and  more  than  20,000  end- 
user  positions  in  facilities  across  North  America  and  Europe.  SunGard  Availability 
Services— the  information  availability  solution  for  businesses  that  must  run  non-stop. 
Keep  moving,  call  1-800-468-7483  or  visit  www.availability.sungard.com. 


SUNGARD8  kTiT  People 

■wP  i  H and  Informatioi 

Availability  Services  Connected® 
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SOA  Pays  Off  for  Synovus 

Governance  is  key  to  making  project  goals  work 

What  does  it  take  to  achieve  a  successful  SOA  implementation?  Ask  Synovus 
Financial,  a  provider  of  investment  services,  commercial  and  retail  banking  to 
35  banks  in  the  southeastern  U.S.  Synovus  is  the  winner  of  a  service-oriented 
architecture  (SOA)  case  study  competition  sponsored  by  the  SOA  Consortium 
and  CIO.  The  competition  highlights  business  success  stories  and  lessons 
learned  from  organizations  pursuing  SOA  adoption. 

Synovus’s  Emerging  Business  Opportunities  partnered  with  NACHA-The 
Electronic  Payments  Association  and  eWise,  a  financial  software  provider,  to 
create  a  consumer  secure  vault  payment  (SVP)  platform  for  a  new  Automated 
Clearing  House  payment  program.  The  project  reduces  consumer  identity 
fraud  risks;  it  also  gives  merchants  guaranteed  payment  from  a  consumer’s 
financial  institution  at  a  lower  cost  than  credit  card  processing  fees. 

A  key  challenge  was  to  pass  information  securely  between  various  partners 
using  only  Internet  technologies.  Synovus  had  to  avoid  complexity  and  keep 
the  solution  affordable,  since  merchants  and  financial  institutions  had  to  adopt 
it  quickly  and  integrate  it  with  their  IT  systems.  The  business  team  engaged 
IT  early  in  the  discovery  process.  IT  selected  SOA  because  of  its  industry- 
standards-based  integration  approach.  Synovus  could  also  leverage  its  existing 
SOA  infrastructure.  Project  organizers  judged  that  the  cost  and  effort  from  a 
Synovus  IT  Web  service  standpoint  was  65  percent  cheaper  than  a  project  from 
scratch.  Each  company  involved  has  or  is  adopting  an  SOA  infrastructure. 

This  was  a  huge  project.  In  the  process  of  creating  its  winning  solution,  the 
company  learned— sometimes  the  hard  way— how  important  governance  is 
for  reaching  SOA  project  goals.  They  treated  SOA  as  an  architecture  and  phi¬ 
losophy,  not  a  technology.  “You  don't  have  to  get  all  of  the  things  right  on  the 
first  implementation,”  wrote  David  Mize,  Synovus  director  of  architecture  and 
development.  “But  you  do  have  to  get  your  architecture  correct.” 

“Synovus  SVP  exemplifies  the  business  potential  of  SOA,  industry  partici¬ 
pants  joining  forces  to  deliver  new  revenue-generating  services,”  says  Brenda 
Michelson,  the  SOA  Consortium’s  program  director. 

For  more  about  Synovus’s  solution,  see  the  GIO.com  SOA  Drilldown  at 
www.cio.com/soa.  -Esther  Schindler 


cess  improvement  and  possibly  even  on 
the  BPM  tools  as  well. 

Recommendation:  Develop  an  exten¬ 
sive  training  and  resource  plan,  and 
include  it  as  part  of  the  initial  request 
for  funds  when  delivering  the  business 
case  for  SOA.  Try  to  reduce  the  number 
of  times  you  need  to  ask  for  money  and 
get  as  much  as  you  can  up  front.  Other¬ 
wise,  management  may  view  the  SOA 
initiative  as  an  endless  drain  on  capital. 

Poor  Project 
Management 

AT  THE  END  OF  THE  DAY,  it  still  boils 
down  to  a  company’s  ability  to  manage 
projects.  Project  managers  must  over¬ 
see  scope,  mitigate  risks,  keep  everyone 
on  schedule  and  provide  the  proper 
communications  to  people  at  all  levels. 
Requirements-gathering  is  critical  and 
analysis  paralysis  must  be  avoided.  If 
your  organization  struggles  to  deliver 
normal  projects,  your  chances  of  success 
with  SOA  will  be  twice  as  challenging. 

Recommendation:  Pull  in  your  best 
project  management  resource(s).  Or  go 
out  and  hire  a  rock  star  or  two  to  help  lead 
this  initiative.  Whoever  you  chose  should 
have  a  track  record  for  delivering  huge, 
transformational  initiatives.  To  make 
matters  even  more  challenging,  this  per¬ 
son  needs  to  be  technical  enough  to  under¬ 
stand  SOA  from  a  conceptual  level. 

Viewing  SOA  as  a 
Project  Instead  of 
an  Architecture 

MANY  COMPANIES  ARE  NAIVE  and 
think  that  implementing  SOA  is  just  another  project.  SOA  is  a 
software  architecture  and  achieves  desired  benefits  only  when  a 
company  adheres  to  the  core  principals  of  service  orientation  and 
ensures  that  deliverables  are  consistent  with  the  architectural 
vision  and  road  map.  SOA  requires  specialization.  A  business 
service  may  be  built  through  the  efforts  of  an  SOA  architect,  a 
developer,  a  data  architect,  a  network  architect  and  a  security  spe¬ 
cialist.  Gone  are  the  days  where  one  person  wears  all  the  hats. 

There  is  also  specialization  within  the  layers  of  the  stack. 
You  have  user  interface  designers,  business  process  models, 
data  services  experts,  business  rules  specialists,  ESB  experts, 
etc.  All  these  specialists  may  be  working  on  the  same  services 
concurrently,  which  requires  high  levels  of  collaboration. 

Recommendation:  The  standard  IT  team  structure  is  not 


effective  for  SOA.  Think  outside  the  box.  I  prefer  a  matrix  orga¬ 
nization  and  a  collaborative  war-room  environment.  Tear  down 
the  cubes  and  set  up  an  open  space  to  allow  for  these  specialists 
to  work  closely  together.  It  also  helps  to  have  the  business  and 
testers  in  the  room.  Put  up  whiteboards  everywhere.  Eliminate 
as  many  scheduled  meetings  as  possible  and  choose  more  col¬ 
laborative  techniques  instead. 

Underestimating  SOA’s  Complexity 

YOU  DON’T  KNOW  what  you  don’t  know.  Conceptually, 
SOA  is  simply  the  next  evolution  of  what  IT  has  been  building 
over  the  years.  It  is  not  a  hard  concept  to  understand,  but  it  is 
hard  to  implement  correctly.  The  beauty  of  SOA  and  BPM  is  the 
simplicity  it  brings  to  the  end  users  by  integrating  various  back- 
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OTHERS  WILL  TELL  YOU  THAT  THE  ONLY  WAY  TO  MOVE  FORWARD  WITH  UNIFIED 
COMMUNICATIONS  IS  TO  START  OVER.  BUT  WHY  RIP  OUT  AND  REPLACE  WHOLE 
CHUNKS  OF  YOUR  NETWORK  IF  YOU  DON'T  HAVE  TO?  AT  NORTEL,  WE  BELIEVE 
YOU  CAN  TAKE  A  SIMPLER,  SANER  ROUTE  TO  UNIFIED  COMMUNICATIONS-ONE 
THAT  STARTS  WITH  YOUR  EXISTING  INFRASTRUCTURE.  IT'S  AN  APPROACH  THAT 
MAXIMIZES  THE  TECHNOLOGY  INVESTMENTS  YOU'VE  ALREADY  MADE,  WHILE 
MINIMIZING  ANY  IMPACT  ON  DAY-TO-DAY  PRODUCTIVITY. 


HAKE  IT  HARD  WHENJDU  CANMAKE  IT  SIMPLE 


GAIN  IN-DEPTH  INSIGHTS  INTO  HOW  OTHER  CIOS  ARE  FORMULATING 
THEIR  UNIFIED  COMMUNICATIONS  STRATEGIES  BY  READING  THE  IDG 

CIO  STUDY  AT  WWW.NORTELXOM/CIO 


MM 
IfM .  , 


BUSINESS  MADE  SIMPLE 


N&RTEL 


Wm 


Nortel,  Nortel  Business  Made  Simple,  the  Nortel  logo  and  the  Globemark  are  trademarks  of  Nortel  Networks. 


SOA 


in 


The  standard  IT  team 
structure  is  not 
effective  for  SOA. 

Think  outside  the  box. 


end  systems  so  they  look  like  one 
composite  application  to  the  user.  The 
downside  to  SOA  is  that  this  greatly 
increases  the  complexity  of  building 
and  managing  software. 

Building  SOA  is  a  software  engi¬ 
neering  exercise.  This  is  not  drag- 
and-drop  development  effort,  and 
many  developers  will  struggle  to 
make  the  transition.  SOA  requires 
adherence  to  standards  and  best  practices  and  needs  talented 
individuals  who  understand  complex  concepts  to  be  able  to 
deliver. 

There  is  so  much  to  do  to  implement  SOA  that  often  security 
is  an  afterthought.  It  is  critical  that  security  requirements  are 
gathered  early  so  that  the  underlying  architecture  supports 
security  from  its  inception.  Otherwise,  it  is  highly  likely  that 
major  changes  in  architecture  will  need  to  occur  if  security  is 
addressed  later  on. 

Recommendation:  No  matter  how  conservative  you  are, 
expect  to  run  into  various  technical  roadblocks  along  the  way. 
Build  in  time  as  you  will  run  into  various  integration  issues— 
some  caused  by  your  code  and  some  caused  by  the  tools  them¬ 
selves.  The  vendor  products  are  all  far  from  being  mature,  and 
there  will  be  issues.  Set  realistic  expectations  and  don’t  try  to 
take  on  too  much  too  soon.  Start  small,  deliver  value  often  and 
build  on  it.  Build  security  in  from  the  inception;  don’t  let  it  be 
an  afterthought. 

9  Failure  to  Implement  and 
Adhere  to  SOA  Governance 

GOVERNANCE  IS  A  DIRTY  WORD  to  many  people.  Anything 
that  sounds  remotely  close  to  government  can’t  be  good,  right? 
Wrong!  Call  it  SOA  management  and  maybe  people  won’t  shiver 
as  much. 

Regardless,  to  achieve  the  benefits  of  SOA  (reuse,  flexibility, 
agility),  the  team  must  adhere  to  the  architectural  guidelines 
that  the  company  adopts.  This  is  what  is  called  design-time 
governance.  Without  design-time  governance  you  will  likely 
wind  up  with  JABOWS  (just  a  bunch  of  Web  services).  If  that 
occurs,  you  can  throw  the  ROI  out  the  window  because  you 
wind  up  building  everything  from  scratch  each  time. 

When  done  right,  SOA  becomes  more  cost-effective  over 
time.  Eventually,  the  development  effort  will  shift  from  building 
services  to  consuming  services.  Senior  Analyst  and  Principal 
Jason  Bloomberg  of  ZapThink,  an  SOA  advisory  firm,  calls  this 
the  tipping  point:  when  the  SOA  starts  reaping  the  benefits  of 
agility  and  flexibility. 

Then  there  is  run-time  governance.  This 
is  where  you  proactively  manage  the  health 
of  your  production  SOA  environment.  Run¬ 
time  governance  allows  you  to  see  what  ser¬ 
vices  are  being  consumed,  and  to  enforce 
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policies  and  SLAs  (service-level  agreements),  troubleshoot,  ana¬ 
lyze  performance  and  manage  all  assets.  Don’t  think  that  once  you 
deploy  that  you  are  done.  Managing  a  distributed  environment  is 
not  a  task  to  be  taken  lightly. 

Recommendation:  Treat  governance  as  a  fully  funded  initia¬ 
tive  that  runs  alongside  your  SOA  implementation.  There  should 
be  a  dedicated  team  (which  usually  lives  within  enterprise  archi¬ 
tecture)  with  its  own  road  map  and  long-term  vision. 

Don’t  try  to  implement  governance  overnight.  This  is  a  jour¬ 
ney;  it  will  take  several  years  to  reach  a  high  level  of  maturity. 
As  your  governance  matures,  so  does  your  SOA.  Invest  in  a 
registry,  repository  and  service-management  tools.  You  also 
need  new  testing  tools  to  test  governance. 

Letting  the  Vendors  Drive 
the  Architecture 

RELYING  TOO  MUCH  ON  VENDORS  can  be  perilous.  The 
vendors’  goal  is  to  sell  you  as  much  stuff  as  possible.  Your  goal 
is  to  implement  SOA  successfully  and  to  provide  your  company 
with  maximum  benefits  at  minimal  cost.  Do  you  see  the  conflict 
of  interest? 

Also,  the  vendors  promise  flawless  integration  if  you  pur¬ 
chase  all  of  your  tools  within  their  stack.  The  reality  is,  they  have 
purchased  so  many  products  from  other  companies  that  their 
stacks  do  not  deliver  any  better  integration  than  if  you  bought 
the  tools  from  a  variety  of  vendors. 

Recommendation:  Figure  out  what  you  need  before  you  talk 
to  the  vendors.  Perform  a  very  thorough  vendor  evaluation  pro¬ 
cess.  When  you  narrow  it  down  to  a  few  candidates,  have  them 
come  onsite  to  perform  a  proof  of  concept  for  which  you  provide 
the  requirements.  Watch  them  execute  it  before  your  very  own 
eyes.  This  is  where  the  vendors  can  no  longer  hide  behind  pretty 
PowerPoint  slides. 

Do  your  own  homework.  Read  blogs  from  practitioners,  talk 
to  consulting  firms  that  use  the  tools,  talk  to  other  companies 
that  have  implemented  SOA  and  talk  to  vendor  references.  Do 
not  take  any  short  cuts;  you  will  have  to  live  with  the  decisions 
you  make.  BE] 


Spotlight  on  SOA 


To  read  the  latest  news  and  case  studies,  visit 

the  SOA  DRILLDOWN  at  www.cio.com/soa. 

cio.com 


Mike  Kavis  is  a  freelance  writer,  consultant  and 
a  veteran  chief  architect  with  more  than  two 
decades  of  IT  experience.  To  comment  on  this 
article,  go  to  www.cio.com/article/438413. 
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Leverage  Your 
Project  Portfolio  for 
Strategic  Advantage. 


Prioritize  competing 
ideas  and  investments 
to  maximize  your  results. 


Leading  organizations  understand  that  growth  and 
profitability  depend  on  IT  more  than  ever.  Critical 
decisions  must  be  made  about  which  assets  to  replace, 
maintain,  upgrade  or  retire  altogether  so  innovative 
new  technologies  can  be  implemented.  Primavera 
solutions  help  you  identify  the  best  investments, 
reduce  risk  and  evaluate  vital  resources  — 
all  to  gain  the  edge  you  need  to  compete 
in  today's  environment.  Learn 
how  we  can  help  maximize 
your  IT  portfolio  at 
www.primavera.com/IT. 
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The  Strategic  CIO 


FULFILLING  THE  ROLE'S  NEW  MANDATE 


By  the  leaders  of  the  CIO  Executive  Council 


Power  from  Your  People 

The  CIO  of  Johnson  &  Johnson  Pharmaceutical  Research  &  Development  finds 
competitive  advantage  in  mentoring  employees 


eveloping  people  is  part  of  my  job.  To  me,  part  of  our 

responsibility  as  executives  is  to  ensure  that  a  pipeline  of  diverse 
capabilities  exists— and  not  just  in  our  own  departments. 

Many  CIOs  get  tunnel  vision  when  it  comes  to  developing  their 
staffs.  They  may  only  focus  on  developing  one  area  at  a  time,  such  as  technology 
project  management  or  business  relationship  management  skills.  But  it’s  wrong 


to  go  after  one  competency;  the  skill  sets  of  employ¬ 
ees  becomes  lopsided.  You  need  a  balanced  organi¬ 
zation  that  reflects  people’s  different  strengths  and 
covers  all  your  bases. 

Because  I’m  nuts  about  employee  development, 
I’ve  raised  the  bar  for  my  peers;  others  can  see  how  I 
work  with  employees.  Some  of  my  peers  come  to  me 
for  mentoring  and  coaching  advice.  As  a  result,  my 
colleagues’  attitude  toward  me  has  changed  over  the 
years.  They  look  to  me  as  a  leader  in  helping  drive 
employees  to  fulfill  their  managers’  expectations. 

I  have  demonstrated  my  involvement  in  compa¬ 
nywide  employee  development.  For  example,  I  help 
champion  board-level  sponsorship  for  some  of  our 
diversity  groups,  such  as  our  Hispanic  leadership 
development  organization  and  a  group  for  women’s 
leadership.  Because  I’m  visible  as  a  mentor,  I  get 


calls  from  people  ranging  from  college  graduates 
just  entering  the  company  to  VPs  within  and  out¬ 
side  of  IT  who  want  to  discuss  their  futures  or  run 
an  idea  by  me. 

Since  IT  has  become  ubiquitous  within  the  busi¬ 
ness,  developing  employees  across  the  organization 
should  be  a  strong  competency  for  the  CIO.  The  more 
people  know  about  IT  and  how  their  jobs  relate  to  IT, 
the  better  the  company  will  be.  Becoming  a  champion 
of  corporate  employee  development  starts  with  your 
IT  team.  Here’s  how  we  set  an  example  for  develop¬ 
ing  staff  for  the  benefit  of  the  entire  company. 

A  Team  Effort 

You  can’t  help  everyone  on  your  staff  meet  their 
career  goals  by  yourself.  I  hold  my  direct  reports 
accountable  for  developing  the  employees  under 
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F  DRILLDOWN 

IT  Drilldown  »  Virtualization  is  a  comprehensive  site  gathering 
detailed  information  to  help  you  research  a  problem,  define  a 
solution  and  understand  the  virtualization  software  vendors  in  this 
space.  IT  Drilldown  »  Virtualization  is  found  at  www.CIO.com. 


The  Strategic  CIO 


FULFILLING  THE  ROLE'S  NEW  MANDATE 


them.  At  least  twice  a  year,  my  leadership 
team  and  I  talk  about  every  employee  and  we 
all  contribute  to  the  conversation  about  indi¬ 
viduals’  strengths,  weaknesses  and  growth 
potential.  Then  we  set  goals  for  each  of  them 
and  determine  how  much  help  they  need  to 
achieve  them. 

We  don’t  just  talk  about  what  people  need,  but  also  how 
they  are  going  to  get  it.  Other  places  may  focus  on  the  “what” 
but  not  the  “how,”  which  is  a  key  element  to  our  conversa¬ 
tions.  It  puts  the  managers  on  the  spot  because  they  have  to 
come  up  with  the  solution  right  then  and  there. 

My  managers  and  I  give  employees  regular  feedback  on 
their  progress.  A  lot  of  times,  managers  focus  on  organiza¬ 
tional  development  once  a  year  and  choose  performance 
reviews  as  that  time.  But  if  you  compare  employee  feedback 
to  having  quality  and  process  control,  you  can  see  why  feed¬ 
back  needs  to  be  frequent.  You  don’t  wait  until  your  product 
is  finished  to  test  it.  If  you  wait  until  the  end  and  the  product 
is  bad,  you  have  spent  time,  money,  resources  and  raw  mate¬ 
rials  only  to  be  left  with  wasted  inventory. 

When  we  give  constant  feedback  to  employees,  they’re  more 
likely  to  be  able  to  act  on  it  than  they  would  be  if  you  wait  six 
months  to  tell  them.  Being  busy  shouldn’t  be  an  acceptable 
excuse  for  skimping  on  feedback,  because  focusing  on  employ¬ 
ees  should  be  a  priority.  You  can  be  quick  and  to  the  point— a 
voice  mail  or  an  e-mail  often  does  the  trick.  That  tiny  amount 
of  time  has  huge  ROI  in  the  loyalty,  growth  and  development 
of  people  who  will  deliver  more  for  the  company. 

To  ensure  I  make  the 
time,  I  commit  all  day 
every  Friday  to  people 
development,  coaching 
and  mentoring— either 
one-on-one  or  with  a 
group.  It’s  important  for  those  in  the  organization  to  know 
that  leadership  is  committed  to  their  development.  I  can  see 
people  appreciate  my  devotion  because  of  the  many  employees 
who  seek  me  out  for  advice.  Being  a  mentor  not  only  helps  to 
develop  in-house  staff,  but  also  to  recruit  top- tier  talent. 


How  Leaders  Build  Strong  Teams 


Read  TIPS  FOR  MANAGING  AND 
DEVELOPING  YOUR  STAFF  at  www.cio 
.com/article/31184. 

cio.com 


How  Staff  Development  Helps  Business 

I’ve  also  created  developmental  rotations,  which  place  tech¬ 
nology  people  in  business  roles  for  six  to  nine  months  so  they 
can  get  closer  to  that  business.  One  gentleman  worked  in  IT 
delivering  database  systems  for  the  pharmacogenomics  team, 
which  focuses  on  the  influence  of  genetics  on  drug  response. 
We  assigned  him  to  their  laboratory.  He  learned  how  to  use 
their  equipment,  such  as  how  to  run  DNA  scans.  When  he 
came  back  to  IT,  he  had  a  much  better  understanding  about 
what  he  should  be  doing  with  their  IT  systems. 


When  we  focus  on  developing  employ¬ 
ees,  we  demonstrate  how  their  technical 
savvy,  business  understanding,  leader¬ 
ship  and  ability  to  understand  and  elicit 
change  are  critical  to  business  success. 


When  IT  staff  do  such  rotations,  we  see  a  whole  change 
in  their  approach  to  their  jobs  because  they  saw  first-hand 
the  sense  of  urgency  that  business  has  and  where  their  real 
priorities  are.  Benefits  such  as  cost  reductions,  increases  in 
efficiency  and  simplification  of  processes  come  out  of  that 
experience,  helping  the  company  overall. 

Meanwhile,  managers  in  the  company  see  these  employees 
as  prime  candidates  to  export  out  of  IT.  Ten  years  ago,  if  you 
were  in  IT,  you  were  just  in  IT— not  part  of  the  business.  But 
when  we  focus  on  developing  employees,  we  demonstrate 
how  their  technical  savvy,  business  understanding,  leader¬ 
ship  and  ability  to  understand  and  elicit  change  are  critical 
to  business  success. 

I’ve  also  had  businesspeople  come  over  to  IT.  We  don’t  just 
stick  them  on  a  computer  and  make  them  crunch  out  code;  I 
like  to  teach  them  how  to  do  IT  project  management  so  they 
can  understand  what  it  takes  to  deliver  an  IT  system. 

Become  a  Talent  Magnet 

When  we  focus  on  individuals’  career  development,  we  lift 
our  organization’s  reputation  externally.  People  want  to  work 
here  because  they  see  what  we  do  to  develop  our  employees. 
When  you’re  competing  for  the  best-in-class  talent,  our  kind 
of  culture  is  a  differentiator. 

I’ve  had  people  turn  down  jobs  at  other  companies  with 
higher  salaries  to  work  with  our  group  because  they  were 
looking  for  challenging  work  and  opportunities  for  growth 
that  would  help  their  careers. 

We  need  exceptional  talent  now  to  stop  business  decline.  The 
pharmaceutical  industry  is  going  through  a  tough  patch.  Some 
leaders  take  the  pessimistic  path,  focusing  on  what  they  can’t  do 
because  of  their  budgets.  I  see  this  as  the  time  where  we  need 
creativity.  We  can’t  afford  to  do  things  the  way  we  used  to. 

Employees  who  are  engaged  in  their  careers  and  whose 
success  is  aligned  with  that  of  the  company  will  help  us  to 
reform  time-wasting  activities,  processes  or  systems.  They’ll 
help  us  to  figure  out  which  of  the  things  we  do  that  are  really 
important.  BE! 


Karan  Sorenson  is  VP  and  CIO  at  Johnson  & 
Johnson  Pharmaceutical  Research  &  Develop¬ 
ment  and  a  member  of  the  CIO  Executive  Coun¬ 
cil.  To  comment  on  this  article,  go  to  www.cio 
.com/article/443763. 
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CALL 

FOR 

ENTRIES 


Ones 

Watch 

AWARDS  2009 


We’re  looking  for  the  next  generation  of  standout  IT  leaders.  Nominees 
should  currently  be  top  IT  lieutenants— but  not  yet  full-fledged  CIOs. 

Visit  public.cxo.com/awards/otw_2009_application.html  today  to  apply. 


Apply 


Candidates  will  be  nominated  by  their  CIO  based  upon  the 
characteristics  identified  in  the  application  at  public.cxo.com/ 
awards/otw_2009_application.html.  Candidates  may  also  nominate 
themselves  or  be  nominated  by  another,  but  all  nominations  must  be 
endorsed  by  a  CIO. 

A  panel  of  leading  CIOs  will  judge  the  nominees  and  choose  the 
winners,  who  will  be  featured  in  a  special  May  2009  issue  of  CIO 
and  online  at  CIO.com. 


Be  Seen 


Winners  will  also  be  honored  at 
the  fifth  annual  CIO  Leadership 
Event  to  take  place  May  3-5, 

2009,  at  the  Sawgrass  Golf  Resort 
and  Spa,  Vedra  Beach,  Fla. 


Don't  Be  Late 


We  will  accept  nominations 
through  November  16. 

For  more  about  this  prestigious 
award,  go  to  www.cio.com/ 
cio-awards. 
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November  9-11,  2008 

Loews  Coronado  Resort 
Coronado,  California 


executing  on  business  strategy  is  every  CIO’s  most  critical 

task  in  the  Year  Ahead.  So  we’ve  gathered  the  best  minds  in  IT  and  business  to 
share  strategies  on  driving  maximum  value  for  today’s  dynamic  enterprise.  Come 
and  master  the  forces  of  change  in  social  networking  technologies,  infrastructure 
and  integration  projects,  “green"  IT andglobalization.  Get  readyfor  2009 atthe  Year 
Ahead  Summit.  Registertodayatwww.cio.com/yearahead/registerandreference 
priority  code  AD  to  save  an  additional  $100  off  the  early  registration  rate— attend 
thefull  conference  for  only  $1,095. 


Presented  by 


DATApoints 


COMPILED  BY  JARINA  D'AURIA 


COMMUTING  TO  GET  AHEAD 

64  percent  of  employees  with  the  option  to  telecommute  don’t 
because  they  fear  missing  a  promotion. 

Steelcase 


10,382 


WIRELESS-WIDE  WORLD? 

33,117  Number  of  WLAN  hotspots  worldwide 


Number  of  WLAN  hotspots  in  the  U.S.  (as  of  Aug.  28.2008) 

Hotspot  Locations 


T 


NO  JETTING 
AROUND 

79  percent  of  business  managers 
feel  pressured  to  cut  their  travel 
budgets  because  of  the  RECESSION. 

Orbitz 


Leaving  Information  BEHIND 

Information  industry  jobs  declined  by 

44,000  over  the  past  12  months. 


U.S.  Bureau  of  Labor  Statistics 


1 


Energy-Efficiency  Disconnect 

94%  of  IT  executives  with  purchasing  responsibility  care  about  energy  efficiency. 

Only  34%  think  it’s  a  very  important  consideration 
when  buying  new  equipment. 

CDW 


For  the  LOVE  of  Google 

Search  engine  customer  satisfaction  scores,  versus  2007 

Google:  up  10% 

Yahoo:  down  2.5% 

MSN:  no  change 

University  of  Michigan's  American  Customer  Satisfaction  Index 
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verizonwimless 


Don't  Push  Your  Luck 
With  Your  Push  To  Talk. 


Make  your  business  instantly  more  productive  by  choosing  the  only  Push  to  Talk  service  that 
comes  with  the  Verizon  Wireless  Network  and  its  reliable  voice  service.  Plus,  get  coast-to-coast 
coverage  and  24/7  customer  service.  Verizon  Wireless.  The  smart  choice  for  Push  to  Talk. 


Call  1 .800.VZW.4BIZ  Clickverizonwireless.com/pushtotalk  Visit  a  Verizon  Wireless  store 

Push  to  Talk  is  available  only  with  other  VZW  Push  to  Talk  subscribers;  coverage  not  available  everywhere.  Network  details  &  coverage  maps  at  vzw.com.  ©  2008  Verizon  Wireless. 


changing  the  way  we  work,  live,  and  play. 


The 

energy 

of  innovation. 


At  work,  Fusion  is  changing  the  data  center  forever. 
Setting  new  performance  records  on  benchmarks  for 
key  workloads  such  as  web  services,  database,  and 
virtualization.  Setting  the  standard  in  high-performance 
with  low  power  requirements.  And  deploying  special¬ 
ized  cores  to  bring  parallel  processing  performance  to 
mainstream  business  applications. 


There’s  a  new  energy  coming  from  the  people  of  AMD. 
It’s  the  power  of  Fusion. 

Fusion  is  how  AMD  marries  innovation  with  collaboration. 
Far  more  than  just  the  convergence  of  the  CPU  and 
graphics  processing,  Fusion  is  how  AMD  and  its 
partners  enable  next-generation  technolo¬ 
gies  that  change  our  lives. 

Fusion  is  the  process  where  cus¬ 
tomer  needs,  dreams,  and  desires 
bond  with  AMD’s  own  passion 
for  engineering.  It  is  Fusion  that 
fuels  this  collaborative  process 
and  unleashes  innovation  on  an 
exponential  scale. 

Looking  back,  Fusion  has  enabled 
AMD  to  lead  the  industry  with  a  legacy 
of  breakthroughs.  We  were  the  first  to 
achieve  speeds  of  one  billion  clock  cycles  per 
second.  The  first  to  integrate  standard  32-  and  64-bit 
computing  architectures.  And  the  first  to  shatter  the 
teraflop-in-a-box  performance  ceiling.  And  more. 

Today,  Fusion  is  the  catalyst  for  AMD’s  accelerated 
computing  model,  harnessing  the  power  of  specialized 
hardware  to  help  boost  performance  and  enhance 
energy  and  cost  efficiencies.  It  is  a  force  that’s  already 


At  home,  Fusion  is  bringing  Hollywood  to  your  family. 
Harnessing  the  same  AMD  multi-core  technology  that 
enabled  special  effects  wizards  to  render  complex 
animation  in  minutes  instead  of  days.  Enabling 
innovations  like  AMD  LIVE!  ™  to  help  people  share 
movies,  videos,  photos,  and  music  on  all  the  screens 
of  their  lives.  Allowing  you  to  bring  true  HD  computing 
capability  to  your  home  and  on  the  go. 

At  play,  Fusion  is  the  energy  behind 
many  of  today’s  most  stunning  PC 
gaming  experiences.  Applying  our 
years  of  graphics  processing 
experience  as  the  originators  of 
the  first  3D  GPU.  Partnering  to 
enable  platforms  like  Microsoft’s 
Xbox  360  and  the  Nintendo  Wii. 
Delivering  big-screen  imagery 
and  photorealism  to  the  real-time 
interactivity  of  your  favorite  video 
game.  Pushing  the  limits  of  performance 
in  real-time,  3D  game  play  on  our  quest  for 
human-eye  realism. 

Fusion.  It’s  the  energy  of  innovation.  It’s  what’s 
fueled  our  past,  and  what  will  drive  our  people  and 
partners  in  the  future.  To  learn  more  about  innovation, 
the  next  generation  of  breakthroughs,  and  how  they’re 
made  possible  by  Fusion,  visit  fusion.amd.com 

The  future  is  Fusion.  And  it's  only  from  AMD. 


AMDH 

The  future  is  fusion 
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AMD  Arrow  logo,  AMD  LIVE!,  and  combinations  thereof,  are  trademarks 


of  Advanced  Micro  Devices,  Inc.  Other  names  are  for  informational 
purposes  only  and  may  be  trademarks  of  their  respective  owners. 


